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COMMONWEALTH GIFT Duty ASSESSMENT AND RaTING AcTS 


The Gift Duty Assessment Act, No. 52 of 1941, and the Gift Duty 
Act, No. 53 of 1941, provide for the imposition, assessment and 
collection of a duty upon gifts. These Acts were assented to on 
December 3, 1941, but they are deemed to have come into operation on 
October 29, 1941. The Commonwealth Government realises that, as a 
result of the ever-increasing burden of taxation, there will be an increased 
tendency by taxpayers to seek relief from this burden by the various 
lawful means open to them, such as family settlements, settlements in 
favour of other relatives or straight-out gifts to such persons. All these 
devices have been costly to the revenue and it was felt that, unless some 
action were now taken, the loss in revenue from income and land taxes 
and estate duties would be considerable. The Commonwealth Treasurer, 
when introducing the Gift Duty Assessment Bill, explained that the 
purpose of this Act was twofold, namely, revenue protection and revenue 
production. 





Liability to Gift Duty 

Gift duty, at Commonwealth estate duty rates—see later—will be 
payable in respect of every gift made on or after October 29, 1941: 

(a) by a person (not being a body corporate) who is domiciled in 

Australia, or by a body corporate which is incorporated under 
the law of any State or Territory which is part of the Common- 
wealth—of any property wherever situated; or 

(b) by any other person—of any property which is situated in 

Australia at the time when the gift is made (S. 11). 

“Gift” means any disposition of property which is made otherwise 
than by will (whether with or without an instrument in writing), with- 
out consideration in money or money’s worth passing from the disponee 
to the disponor, or with such consideration so passing if the consideration 
is not, or, in the opinion of the Commissioner, is not, fully adequate. 

“Property” includes real property and personal property and every 
interest in real property or personal property. Gifts of cash and any 
negotiable securities are thus subject to Commonwealth Gift Duty. 

“Interest in property” means any estate, interest, right or power 
whatsoever, whether at law or in equity, in or over any property. 

“Disposition of property” means any conveyance, transfer, assign- 
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ment, settlement, delivery, payment or other alienation of property and, 
without limiting the generality of the foregoing, includes— 

(a) the allotment of shares in a company ; 

(b) the creation of a trust in property ; 

(c) the grant or creation of any lease, mortgage, charge, servitude, 
licence, power, partnership or interest in property ; 

(d) the release, discharge, surrender, forfeiture, or abandonment, at 
law or in equity, of any debt, contract or chose in action, or of 
any interest in property; 

(e) the exercise of a general power of appointment of property 
(including any judgment or order of any Court made in default 
of the exercise of the power by the donee thereof) in favour of 
any person other than the donee of the power; and 

(f) any transaction entered into by any person with intent thereby 
to diminish, directly or indirectly, the value of his own property 
and to increase the value of the property of any other person. 


For the purposes of paragraph (d) of the definition of “disposition 
of property,” a debt or interest in property shall be deemed to have been 
released or surrendered when it has become irrecoverable or unenforce- 
able by action or other process through lapse of time, but if the amount 
of any such debt or interest so released or surrendered is subsequently 
liquidated in whole or in part by the debtor to the creditor, the amount 
of such liquidation payment shall not for any purposes of this Act 
be deemed to be a disposition of property or a gift. 

Clause (f) of the above definition is a “drag net” provision. Any 
transaction which might escape the description of the other clauses will 
be caught under clause (f). There is, however, a reasonable list of 
“exempt” gifts (see later), but marriage settlements are not included 
in the list of exemptions. 

As already explained, gift duty is payable in respect of all dutiable 
gifts made on or after October 29, 1941. Also, S. 12 (3), provides that 
a gift of property in fact made before October 29, 1941, but which 
requires registration and is registered after that date, shall be deemed 
to have been made after October 29, 1941, and is, therefore, subject to 
gift duty. 


Deemed Situation of Property 


Section 13 prescribes the rules which determine the deemed situation 

of property. These are as follows: 

(a) property at sea in the course of transit to Australia, whether 
directly or indirectly, shall be deemed to be situated in Australia ; 

(b) the local situation of a debt payable under a bond, debenture or 
other deed shall in no case be determined by reference to the 
local situation of the bond, debenture or deed; 

(c) a debt owing by a corporation, wherever incorporated, shall be 
deemed to be property situated in Australia if the debt was 
incurred or is payable in Australia, and the corporation has any 
office or place of business in Australia; 

(d) a debt owing by any person or persons other than a corporation 
shall be deemed to be property situated in Australia if the debtor 
or any of the debtors is resident in Australia ; 

(e) a debt owing by the Commonwealth or any State (including any 

debentures, Treasury bills or any other form of Government 
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stock or securities) shall be deemed to be property situated in 
Australia if it is incurred or payable in Australia; 

(f) notwithstanding anything contained in the foregoing provisions 
of this section— 

(i) a debt represented by an instrument which is negotiable 
in Australia shall be deemed to be property situated in 
the country in which the instrument is situated; and 

(ii) a debt which is secured by mortgage, charge, lien or 
otherwise on any property situated or deemed to be 
situated in Australia shall itself be deemed to be property 
situated in Australia: 

Provided that if the value of the security is less than 
the value of the debt, the debt shall not, by reason of 
the existence of that security, be deemed to be situated 
in Australia except to the extent of the value of the 
security ; 

(g) shares in a company incorporated under the law of any State 
or of any Territory which is part of the Commonwealth shall 
be deemed to be property situated in Australia whether such 
shares are recorded in a register kept in Australia or elsewhere ; 
and 

(h) shares in a company incorporated under the law of any country 
outside Australia shall be deemed to be property situated outside 
Australia except in the case of shares registered in a branch 
register of the company in Australia. 


Value of Gift 


Section 18 prescribes that for the purpose of computing the value 

of a gift: 

(a) no allowance shall be made in respect of any contingency 
affecting the interests of the donees or any of them; 

(b) subject to this Act, the value of a gift shall be taken to be the 
value thereof at the time of the making of the gift; 

(c) no deduction shall be allowed in respect of any mortgage, charge, 
encumbrance or liability affecting or incident to the property 
comprised in the gift existing at the time of the making of the 
gift, if and so far as the donee is entitled as against the donor or 
any other person or as against any other property to any right 
or indemnity or contribution in respect of that mortgage, charge, 
encumbrance or liability ; and 

(d) where a gift includes any shares or stock in any company the 
shares or stock of which are not or is not quoted in the official 
list of any Stock Exchange, the Commissioner may, in his 
discretion, adopt as the value of any such shares or stock such 
sum as the holder thereof would receive in the event of the 
company being voluntarily wound up on the date when the gift 
was made. 


Value of Gift where Consideration Inadequate 
Section 17 provides that where any disposition of property constitutes 
a gift by reason of the consideration not being, or in the opinion of the 
Commissioner, not being fully adequate, the value of the gift shall 
be the extent of that inadequacy. 
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Rebate where Estate Duty Payable 

Where a gift of property is liable to gift duty and that property is 
also included in the estate of a deceased person for the purposes of the 
Estate Duty Assessment Act, 1914-1940, the Commissioner may grant 
a rebate of the amount of gift duty payable in respect of that gift or 
so much of that gift duty as is equal to the amount by which the estate 
duty is increased by reason of the inclusion of that property, whichever 
is the lesser amount. (S. 15.) 


Rebate in case of Double Gift Duty 

Section 41 provides that where any disposition of property is subject 
to gift duty under this Act and also under the law of any country 
outside Australia, and the Commissioner is satisfied that the law of 
that country makes provision for the rebate of gift duty similar to the 
provision contained in this section, the Commissioner may allow a 
rebate of the gift duty payable under this Act of an amount equal to 
one-half of the gift duty payable under this Act or under the law of 
that country, whichever is the lesser amount. 


Exemptions from Gift Duty 

Section 14 exempts the following transactions from gift duty: 

(a) contributions by an employer to a fund established for the 
purpose of providing retiring allowances or pensions for his 
employees, or any class or classes of his employees, or their 
dependants ; 

(b) payments made by an employer to an employee, or the dependants 
of an employee, in consequence of the retirement of that employee 
from the service of the employer or in consequence of his death, 
or any gratuity or bonus paid by an employer to an employee 
during the continuance of the employment if the Commissioner 
is satisfied that the gratuity or bonus is paid in recognition of 
special or faithful services rendered, or any salary, wages or 
allowances which the employer continues to pay during any 
period of illness or invalidity of the employee; 

(c) any moneys paid by an employer to an employee who is a 
member of the Defence Force or of the naval, military or air 
force of any other part of His Majesty’s dominions, for the 
purpose of augmenting the employee’s pay as a member of any 
of those forces; 

(d) any gift to an institution, organisation or body of persons, 
whether corporate or unincorporate, not formed or carried on 
for the profit of any individuals ; 

(e) any gift to the Commonwealth or a State; 

) any gift which is made in the course of carrying on a business, 
for the purpose of obtaining any commercial benefit or by way 
of the writing off of a debt which is irrecoverable, by— 

(i) an incorporated company the shares or stock of which 
are or is quoted in the official list of any Stock Exchange; 

(ii) an incorporated company the shares or stock of which 
are not or is not quoted in the official list of any Stock 
Exchange, if the Commissioner is satisfied that the donee 
is not a director of the company or is not connected by 
ties of blood or marriage with any director of the 
company ; or 
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(iii) a firm or individual if the Commissioner is satisfied that 
the donee is not connected by ties of blood or marriage 
with any member of the firm or with the individual, as 
the case may be. 

(g) any premiums, not exceeding £100 per annum, paid by a person 
on a policy effected by him on his own life and expressed to be 
for the benefit of his wife or any of his children; 

(h) any gift made in accordance with the terms of an agreement 
whereby a person carrying on a business, trade or calling has 
undertaken to pay part of the proceeds of his business, trade 
or calling to the trustees of a fund out of which payments may 
be made by the trustees to persons carrying on,a similar business, 
trade or calling who are on war service. (For example, where 
a medical practitioner pays part of the proceeds of his practice 
into a fund controlled by trustees and the fund is used for the 
benefit of medical practitioners on active service); or 

(i) any gift concerning which the Commissioner is satisfied— 

(i) that the gift, together with all other gifts made by the 
same donor to the same donee, whether at the same time 
or within 18 months previously (whether wholly or partly 
made before the commencement of this Act or not) or 
18 months subsequently does not exceed in the aggregate 
£50 in value and that the gift is made in good faith as 
part of the normal expenditure of the donor; or 

(ii) that the gift is made for or towards the maintenance, 
education or apprenticeship of any person, and is not 
excessive in amount, having regard to the legal and moral 
obligations of the donor to afford the maintenance, 
education or apprenticeship. 

Section 52A of the Commonwealth Inscribed Stock Act, 1911-1940, 
provides that Treasury Bonds, etc., and transfers of Stock or Treasury 
Bonds shall not be liable to Stamp Duty or other tax under any law 
of the Commonwealth or a State. Section 40 of the Gift Duty 
Assessment Act provides, however, that the above provision shall not 
apply to exempt from gift duty the disposition of any such property. 


General Exemption 

No gift duty is payable where the value of all gifts made, whether 
at the same time or within 18 months previously (whether wholly or 
partly before the commencement of the Act or not) or 18 months 
subsequently, by the same donor to the same or any other donee, does 
not exceed £500. (Clause (a) of Schedule of Gift Duty Act.) If the 
value of the gifts exceeds £500, duty is payable on the total value 
thereof. 


Returns and Assessments 


Any person who makes, and any person who receives, any gift the 
value of which, together with the value of all other gifts made by the 
same donor to the same or any other donee whether at the same time 
or within the immediately preceding 18 months (whether wholly or 
partly made before the commencement of the Act or not), exceeds 
£250, shall: ~° 

(a) in the case of a gift made in Australia—within 1 month after 
making the gift, or 
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(b) in the case of a gift made out of Australia—within 3 months 
after making the gift, 
furnish to the Commissioner of Taxation, in the prescribed form and 
manner, a return containing all such particulars as are necessary to 
enable the Commissioner to determine whether the gift is liable to gift 
duty and to assess the gift duty (if any) thereon. (S. 19 (1).) 

Where a gifti has been made on or after October 29, 1941, but prior 
to December 3, 1941 (date of Royal Assent), the required return must 
be lodged— 

(a) if the gift was made in Australia—within 1 month, or 

(b) if the gift was made out of Australia—within 3 months, 
after December 3, 1941 (S. 19 (1)). 

If any gift the particulars of which are contained in the return has 
been created, or is evidenced, by any written instrument, the person 
making the return shall furnish with the return a copy of that 
instrument. 

Compliance by the donor with the provisions of this section shall 
release the donee from compliance therewith, but, in any proceeding 
against the donee, the onus of proving compliance by the donor shall 
be on the donee. 

Returns need not be furnished in respect of gifts exempted from 
duty under Section 14 (s. 19 (4)). 

The aggregation of gifts made over a period of 3 years (18 months 
before and 18 months after the date of the particular gift) is made 
for the purpose of ascertaining whether the value of gifts exceeds the 
general exemption of £500 and of ascertaining the rate of duty 
applicable to the particular gifts. 


Default Assessments 


If any donor or donee makes default in furnishing any return, 
document or information, or the Commissioner is not satisfied with any 
return, document or information furnished, he may cause an assessment 
to be made of the amount on which, in his judgment, gift duty ought to 
be levied, and the donor and donee shall be liable to pay gift duty 
thereon, except so far as the amount is, on appeal, shown to be 
excessive (S. 23). 


Notice of Assessment 


As soon as conveniently may be after any assessment is made, the 
Commissioner shall serve notice thereof in writing, by post or otherwise, 
upon the donor. 


Collection and Recovery of Gift Duty 


Section 25 provides that— 

(1) Gift duty shall be due and payable on the making of the gift or, 
where the gift duty becomes payable, or further gift duty becomes 
payable, by reason of the making of a subsequent gift, the gift 
duty or further gift dufy, as the case may be, shall be due and 
payable upon the making of that subsequent gift. 

(2) Gift duty shall constitute a debt jointly and severally due by the 
donor and donee to the King on behalf of the Commonwealth. 

(3) Gift duty shall also constitute a first charge on all property (other 

than money or negotiable instruments) comprised in the gift, but 




















1942 THE AUSTRALIAN ACCOUNTANT 103 


any such charge shall not affect the title of a bona fide purchaser 
for value without notice of the charge. 

(4) Where there is more than one donee under the same gift, each of 
them shall be liable only for the same proportion of the gift duty 
as the value of his interest bears to the total value of the gift. 

(5) Where the interest of a donee is a future interest, he shall not 
become personally liable until it becomes an interest in possession. 

(6) A trustee may raise such moneys as are necessary to pay gift duty 
by mortgage with or without power of sale of any property 
comprised in the gift held by him upon trust. 

(7) Where the donee is a trustee he shall not be personally liable for 
the payment of any gift duty in respect of any trust property unless 
the Commissioner, by notice in writing, advises him that gift 
duty is due and payable in respect of that trust property, and then 
only to the extent of the value of so much of that trust property as 
is held by him on the date upon which the notice is served upon him. 


Objection and Appeal 
Section 31 provides that— 

(1) Any person required to pay gift duty who is dissatisfied with the 
assessment of the Commissioner may, within thirty days after the 
service of notice of assessment, post or lodge with the Commissioner 
an objection in writing against the assessment, stating fully and 
in detail the grounds on which he relies. 

(2) The Commissioner shall, with all reasonable despatch, consider 
the objection and may either disallow it or allow it either wholly 
or in part. 

(3) The Commissioner shall give to the objector written notice of his 
decision on the objection. 

(4) If the objector is dissatisfied with the decision of the Commissioner 
he may, within thirty days after the service by post of notice of 
that decision— 

(a) in writing, request the Commissioner 
(i) to refer so much of the decision as relates to the 
value assigned to any property included in the gift 
to a Valuation Board for review of that value; or 
(ii) to refer so much of the decision as does not relate 
to the value assigned to any property included in the 
gift to a Board of Review for a review of that 
decision; or 
(b) in writing, request the Commissioner to treat his objection 
as an appeal and to forward it to the High Court, or to the 
Supreme Court of a State or Territory of the Common- 
wealth. 
“Board of Review” means a Board of Review constituted under the 
Income Tax Assessment Act; “Valuation Board” means a Valuation 
Board constituted under the Land Tax Assessment Act (S. 4). 


Additional Duty 


The Gift Duty Assessment Act contains the same penal provisions 
as are provided by S. 226 of the Commonwealth Income Tax Assess- 
ment Act. Additional duty equal to the gift duty assessable is imposed 
by S. 42 (1) for failure duly to lodge returns or information, and 
additional duty equal to double the gift duty involved is imposed by 
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S. 42 (2) where a person omits from his return any particulars relating 
to a gift or includes in any return or information a misstatement 
concerning any particulars relating to a gift. 


Rates of Gift Duty 

The rates of Commonwealth Gift Duty are identical with the Com- 
monwealth Estate Duty rates. The increased estate duty rates were 
discussed in the December, 1941, issue of the Journal. The rates are 
as follows: 

(a) Where the value of all gifts does not exceed £500—nil. 

(b) Where the value of all gifts exceeds £500 but does not exceed 

£10,000—£3 per centum of the value of the gift. 

(c) Where the value of all gifts exceeds £10,000 but does not exceed 

£20,000—£3 per centum of the value of the gift, increasing by 
3 1/100ths of £1 per centum for every complete £100 by which 
the value of all gifts exceeds £10,000. 

(d) Where the value of all gifts exceeds £20,000 but does not exceed 

£120,000—£6 per centum of the value of the gift, increasing by 
2 1/100ths of £1 per centum for every complete £100 by which 
the value of all gifts exceeds £20,000. 

(e) Where the value of all gifts exceeds £120,000 but is less than 

£500,000—£26 per centum of the value of the gift, increasing by 
1 2/100ths of £1 per centum for every complete £1,000 by which 
the value of all gifts exceeds £120,000. 

(f£) Where the value of all gifts is £500,000 or more—£27/18/- per 

centum of the value of the gift. 

There is no differentiation in the rates of Gift Duty as between 
gifts passing to relatives and other persons; the same rates apply in 
both cases. It must be borne in mind, however, that the rate of gift 
duty is ascertained by reference to the aggregate value of all dutiable 
gifts made by the donor within a period of 3 years, whereas the rate 
of estate duty is based on the total dutiable estate of a deceased person. 


Example— 
Person domiciled in Australia makes the following dutiable gifts: 
EE in icv ac Se Ge OO US ae Ve de oe ee 


No return need be lodged as the value of the gift does not exceed 
£250, i.e., assuming he made no other gifts within the preceding 18 
months. 

ee oh ee ee ee cas gw ee 
No return need be lodged as the value of all gifts made at this date 
and within the preceding 18 months still does not exceed £250. 


ee ee ee a 


The donor, under S. 19 (1), is now liable to furnish a return to 
the Commissioner, as the value of all gifts made within 18 months 
of June 30, 1942, exceeds £250. He is, however, not liable to gift 
duty, as the value of all such gifts does not exceed £500. 


i Mi au aa: sa aces beh Ga leee ak ds ED 


The donor is liable to lodge another return and he will be assessed 
for Commonwealth Gift Duty as follows: 
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Gate puede em D/12/1901 2. 2. nc ce ke ce os oe GRR 
Cae See ee 50 
oe ae Ge +’ tle hea EN ON Gace “ee 
2.) oh ée ae. eae «ees oe SRD 

sath te oe 44 ae De Se. Se we wee. Se 

A or eee a ae a 


The donor makes another gift of £9,800 on October 31, 1943. 
must lodge a return and the Commonwealth Gift Duty payable 
be assessed as follows: 


(a) Gift made on 30/6/42 .. .. .. .. .. .. .. -. £200 
a Pe ee ere 
es oo era Se 





£10,150 








He 


will 


It will be necessary for the Department to prepare and issue three 
assessments in order to determine the gift duty payable as a result 


of the gift of £9,800 made on October 31, 1943. 
(a) Amended assessment re gift made on June 30, 1942: 


Gifts made within 18 months previously and within 18 months 


subsequently : 





| SP i 
PAFRIED os nv nw asic aves seas se 0 
ss SRR teeene, 
I Ye et ee cca ee 
CS a, say ER ga oo x Sk ne 

£10,400 








Rate applicable to £10,400 = 3:12%. 
Amended Gift Duty: 


£200 @ 3:12% = £6 4 9 

Less Gift Duty paid— 
£200 @ 3% = 6 0 0 
Additional Gift Duty .. .. .. «2 «2 oe 49 


(b) Amended assessment re gift made on May 1, 1943: 


Gifts made within 18 months previously and within 18 months 


subsequently : 





RS. Lot bsiud Soob ana ae 
SS a. PREM Ge de ee 
Re 4 Pe poet 
SEE ee a 
NS 5 iene ae BS i aa a 

£10,400 








Rate applicable to £10,400 = 3:12% 
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Amended Gift Duty: 


£150 @ 3:12% = £413 7 

Less Gift Duty paid— 
£150 @ 3% = 410 0 
Additional Gift Duty .. .. 2. «2 ee ee ee 3 7 


Original assessment re gift made on October 31, 1943: 
Gifts made within 18 months previously: 











DEE Lin. dé ee ce Oe 26% “a0. Re ee 30 ee) 
SEE id ba! ws. Ke aw ee “we S400 ey Ge 
Ee ee err a rl, 
£10,150 
Rate applicable to £10,150 = 3:03%. 
Gift Duty: 
£10,150 @ 3:03% = £307 10 11 
Summary of gift duty payable on making of gift on October 31, 
1943: 
Amended assessment (a) 4 9 
” ” (b) 3 7 
Original - (c) £307 10 11 
Total .. 


£307 19 3 





RETIRING ALLOWANCES AND COMPENSATION FOR Loss oF OFFICE 
New South Wales Amendment 


Section 19 (1) (h) of the New South Wales Act of 1936 provided 
for the inclusion in a taxpayer’s assessable income of five per cent. of 
the capital amount of any allowance, gratuity or compensation where 
that amount was paid in a lump sum in consequence of retirement 
from, or the termination of, any office or employment, and whether so 
paid voluntarily, by agreement, or by compulsion of law. 

In his second reading speech of the 1941 Bill, the Minister for 
Justice stated that it had been found that, where amounts of the above 
nature were paid in instalments, the 1936 Act was defective and the 
compensation was not liable to tax. 

The 1941 Act provides for the inclusion in a taxpayer’s assessable 
income of five per cent. of the capital amount of an allowance or 
gratuity paid in a lump sum upon retirement from any office or 
employment. 

The 1941 Act also provides for the inclusion in a taxpayer’s assessable 
income of the whole of any sum paid by way of compensation or 
damages in consequences of the termination of any office or employment, 
whether paid voluntarily, by agreement, or by compulsion of law. An 
exception is made in the case of a sum received in consequence of 
retirement pursuant to any understanding. arrangement or contract 
regulating the tenure of such office or employment. 

Although the whole of the sum referred to in S. 22 (f) is assessable, 
that paragraph provides for the application of a concessional rate of 
tax where the following circumstances exist: 
(a) The compensation is paid in a lump sum. 
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(b) The office or employment so terminated was for a fixed period. 
(c) The part of the fixed period unexpired at the date of such 
termination is not less than 25 complete months. 
The following examples illustrate the rate of tax to be applied to 
the taxpayer’s taxable income where the above circumstances exist. 


Example (1): 

A taxpayer’s rateable income for year ended June 30, 1941, was 
£3,180, being salary of £1,380 and £1,800 received in a lump sum on 
March 31, 1941, as damages for loss of employment as manager of a 
company. The service agreement in respect of such employment was 
for six years from January 1, 1939. Thus, the unexpired period on 
March 31, 1941, was 45 months. The taxpayer’s taxable income was 
£2,980, being rateable income of £3,180 less concessional deductions 
£200: 


NSE Oe eee 
Deduct compensation received .. .. .. .. .. «. «. 1,800 
£1,380 
Add: 
24 al ‘ 
gg of £1,800 = 5 totallas take See ggla a Aten hela tweet a 
£2,340 








Tax will be levied on the taxable income of £2,980 at the rate 
applicable to a rateable income from personal exertion of £2,340. 


Example (2): 

A taxpayer’s rateable income was £4,000, being £5,000 damages for 
loss of office, less £1,000 loss incurred in conducting a business. The 
unexpired period of the term.of office was 12 years. His taxable income 
was £3,600. 

Rateable income, £4,000 — 5 = £800. 

Tax will be levied on the taxable income of £3,600 at the rate 
applicable to a rateable income from personal exertion of £800. 

ws, 
ve | a 
divisor permitted by the proviso to S. 22 (f), so that, in the above 
example, the rateable income is divisible by 5. 

The above concessional rate does not apply where the taxpayer is a 
primary producer to whom the averaging provisions of Division 18 


apply. 


i.e. the divisor, 6, is in excess of 5, which is the maximum 





TAXATION Boarp oF REVIEW 


Recent Decisions 


The following is a summary of decisions recently given by the Board 
on matters of general interest. The sections referred to are those 
of the Commonwealth Income Tax Assessment Act. 

Lodging-house Income.—The great majority of the rooms in a 
lodging-house were furnished bedrooms (single and double) for which 
fixed charges were made—per night or per week. In addition to privacy 
in the use of their bedrooms, the occupants were entitled to the use of 
bathroom, sitting-room and other conveniences, as well as “attendance,” 
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ie. the making of their beds, the provision of lighting, soap, towels, etc. 
Meals were not provided. 

Control of the premises was vested in the manager and an assistant 
who lived on the premises. None of the lodgers had a key to the main 
outer door of the building, and none could gain admittance between 
1.45 am. and 5 am. Except in the case of husband and wife, no 
lodger was permitted to see a person of the opposite sex in his or her 
bedroom. 

The Board held that the lodgers did not have exclusive possession of 
their bedrooms and therefore were not tenants; consequently it was 
decided that the income derived by the proprietor from letting the 
rooms was not “rents” and should be assessed as income from personal 
exertion. 

Authorities cited: Halsbury, 2nd Ed., Vol. 20 (paras. 5 to 8, 170 and 
171) ; Foa’s “Law of Landlord and Tenant,” 6th Ed., p. 9; Thompson 
v. Ward (L.R. 6 C.P. 327) ; Rotunda case (36 T.L.R. 646; 7 T.C. 517). 

Public Benevolent Institution—The “Boys’ Brigade” (Sydney) is 
not a “public benevolent institution.” Therefore gifts to the Brigade 
are not allowable deductions—Section 78 (1) (a). 

Dams, Depreciation of —After hearing evidence relating to certain 
dams, the Board classified them in three “effective life” groups—50 
years, 75 years, and 100 years—each period commencing from the 
actual or approximate date of construction. The great majority of 
these improvements consisted of “earth tanks” which, under a previous 
decision of the Board, were held to be “dams” for the purpose of 
Section 54. 





Tax DEDUCTIONS FROM BONUS AND OVERTIME PAYMENTS 


The New South Wales Commissioner of Taxation has ruled that 
where an employee receives a bonus (other than a regular bonus, such 
as a Bedaux bonus for efficiency), the tax instalment deduction may 
be calculated at the rate applicable to the regular or normal weekly 
wage or salary, and not at the rate applicable to the regular weekly 
wage plus the bonus payment. 

Example (applicable to New South Wales) : 

An employee, with a dependent wife and one dependent child, is in 
receipt of a regular weekly salary of £7; at the end of the financial 
year (or at Christmas) he receives a bonus of £100. 


Tax deduction en to —— aecsiee — 
a7= : £1 2 0 
(or approximately 3/- in n £). 


Tax deduction on bonus: 


BEES © oo ccc xn BOR 
£16 2 0 

Less Rebate for two dependents .. .. .. ...... 10 0 
Net tax deduction on salary and bonus .. .. .. .. £15 12 0 


Where an employee is in receipt of overtime payments, the tax 
deduction is calculated at the rate applicable to the total earnings of 
the week. 
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Example (applicable to New South Wales) : 
An employee without dependents receives a regular 


We Se ha. doe Ne 6 teks cee t. SB @ 
Payment for overtime for week ............ 210 0 
Total earnings for week .. .. .. .......... £810 O 
Tax deduction applicable to £8/10/- = £1 11 O 








SALARY, ETC., DERIVED BY RESIDENT OF NEw SoutTH WALES 
FROM SouRCES OuTsIDE NEw SouTH WALES 


Section 19 (1) (p) of the New South Wales Income Tax (Manage- 
ment) Act of 1936 provided for the inclusion in a taxpayer’s assessable 
income of salary, wages, or remuneration derived whilst temporarily 
engaged on duties out of New South Wales by a taxpayer who ordinarily 
resided in New South Wales where those duties related to an office 
or employment in New South Wales. Provision was made for a 
rebate in the event of tax having been paid on the ex-New South Wales 
income in the place of origin. If the ex-New South Wales income did 
not answer the above description, it was not subject to New South 
Wales income tax (S. 16 (t)). 

Income from employment derived from a source outside New South 
Wales was excluded from assessable income by S. 2 (2) (b) (i) of the 
Unemployment Relief Tax and Social Services Tax (Management) 
Acts. 

The above provisions do not appear in the 1941 New South Wales 
Income Tax (Management) Act. Under the new Act, all salary, 
wages or remuneration derived by a resident of New South Wales from 
sources out of New South Wales is assessable (S. 21 (1) (a)), but 
is subject to the rebate under S. 204 in respect of any tax (other than 
Commonwealth tax) paid elsewhere in the British Empire on the 
ex-New South Wales income. 





AVERAGING PROVISIONS 

A correspondent has sent the following interesting memorandum: 

In applying Division 16 of the Income Tax Assessment Act, 1936 41, 
being the section relating to the Averaging of Income, the Commissioner 
is adopting a method which creates a serious anomaly, and one which 
I am sure Parliament never intended. 

Section 150 of the Act states that the first average year shall be the 
fourth year before the year of income. When the averaging system 
was introduced in 1922, the system was not to apply until such time as 
a taxpayer’s income showed an increase over that of the previous year. 
Thus, for the first year of its application it must be to the advantage 
of the taxpayer. 

When the 1936 Act was before Parliament it was undoubtedly 
intended that the same principle should be continued, and for that 
reason section 151 was inserted. 

As the majority of taxpayers were averaging by 1936 it was necessary 
to insert in the Act a provision that where a taxpayer was averaging 
under the old Act, Section 151 would not apply. So Section 151, sub- 
section 3, was inserted. This ensured a continuity with the old and 
new Acts. Without this provision any taxpayer could claim that 














110 THE AUSTRALIAN ACCOUNTANT MAR. 


averaging would cease under the 1936 Act until such time as his 
income began to rise. 

The 1936 Act provided that this Division relating to averaging should 
operate only for primary producers in respect of the income year ending 
30th June, 1938, and subsequent years, and it was intended that there 
should be a continuity with their averaging under the old and new Acts. 
Section 151 (3) ensured this. 

Section 157 (4) provided that where a primary producer ceased to 
carry on the business of a primary producer, the averaging provisions 
should apply to income thereafter derived by him as if he had never 
been a taxpayer before that year. 

This section, I think, shows clearly what was the intention of 
Parliament. It undoubtedly intended that where any taxpayer ceased 
to average for any reason, then if he subsequently started as a primary 
producer, the average provisions would apply as if he became liable to 
averaging for the first time. 

The interpretation which the Commissioner has put upon this division 
is that when a taxpayer commences a business of a primary producer 
for the first time, and his income was averaged under the previous Act, 
Section 151 does not apply because of sub-section (3). He must, 
therefore, immediately average over five years. Where, however, a 
person at one time carried on business as a primary producer, Section 
157 (4) provides that he shall be treated as if he had never been a 
taxpayer before that year, consequently Section 151 (3) does not apply, 
and he will not average until such time as his income rises. 

The unfairness of this interpretation can best! be illustrated with an 
example. 

Two men, A and B, started business in 1905. A commenced as a 
farmer, while B decided upon a commercial career. After two years, 
A forsook his farm and decided to start in the commercial world. 
Some years later, A and B met and joined partners in a brokering 
business. This was carried on successfully, both partners having the 
whole of their capital in the business and receiving all their income 
from this source. In 1941, because of declining business, they decided 
to extend in other directions and invested in a pastoral property. As 
they were now primary producers, their income became liable to the 
averaging in accordance with Division 16. As A was a primary producer 
some 35 years ago, Section 151 applies to him and he will not average 
until his income begins to rise. B, however, will average immediately 
over 5 years. 

Their respective taxes for the year 1941 will therefore be: 


A B 
30th June, 1937—Income £7,000 P.E. Income £7,000 P.E. 
1938—__,, 5,000 __se,, v0 5,000 __,, 
1939— _,, 9,000 __,, - 9,000 __—s,, 
1940—__,, 4,000 _,, * 4000 _ ,, 
1941— _,, 1,000 __s—, ‘ 1,000 _ ,, 
£26,000 £26,000 
Average Income £5,200 


A will not average as he was a 

primary producer 35 years ago. 
Rate of Tax 3/4 12/79 
Tax Payable £166/13/4 £632/18/4 
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Is there any logical reason why a man who did not chance to rear 
pigs or the like some 35 years ago should be asked to contribute in 
taxes four times more than his partner who carried on this business for 
two years and then dropped it? 

The unfairness of the Act, according to the Commissioner’s inter- 
pretation, is so manifest that steps should be taken to have the Act 
amended. The amendment should be made retrospective so that justice 
may be done to those who have already been assessed. 





Aw ObE To THOSE IN PRESENT DISTRESS 
With Apologies to Keats 
Thou wast not born for death, Immortal Tax. 
No wealthy generations tread thee down. 
The tax I paid this passing day 
Was paid in ancient days to emperor by clown. 
Perhaps the self same tax that finds a path 
Through the sad purse of * who sick for cash 
Stands in tears and begs for time. 
*Here insert the name of the victim of this alieged humour contracted 
to one syllable. 








INCOME OF DECEASED RECEIVED AFTER DEATH 
Correction 
“June 30, 1942,” on the eighth and ninth lines of the note on the 
above subject, which appeared on p. 16 of the January, 1942, issue of 
the journal, should read “June 30, 1941.” 





CALCULATION: OF DISTRIBUTABLE INCOME 


Election under S. 103 (3) of Commonwealth Income Tax Assessment 
Act 

Some subscribers have asked for an expression of opinion as to the 

wisdom or otherwise of making the election under S. 103 (3) of the 
Commonwealth Income Tax Assessment Act, which provides that, for 
the purpose of ascertaining the distributable income of a private company, 
the company may elect that, in lieu of deducting from its taxable income 
ordinary Commonwealth Income Tax paid in the year of income, there 
shall be deducted any ordinary Commonwealth Income Tax payable in 
respect of the income of that year of income: 

(1) Generally speaking, I am in favour of exercising the option, which 
I can say quite definitely was inserted purely for the benefit of tax- 
payers. I hope to be able to demonstrate that it is not a Greek gift. 

(2) The exercise of the option is of great advantage to those private 
companies suffering from rising money incomes. 


Example: 
Taxable income, year ended June 30, 1940 .. £20,000 
Tax at 2/-iné . ye £2,000 
Taxable income, year ere June 30, 1941 . £30,000 
Tax at 4/-inZ£. £6,000 


By selecting taxes ‘payable, den is a biedin of £6,000 
against £2,000. This, in turn, not only affects the amount on 















































(5) 


(6) 
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which private company tax is levied, but also the rate of tax on 
that amount, because the greater the notional dividend, the higher 
are the individual shareholders’ rates, until the 200d. in £ limit 
is reached. 


(3) Even in the case of some declining incomes, it may be of advantage 


to exercise the option. For example, I encountered the following 
case, where the figures have been rounded off : 
Income year ended June 30, 1940— 


Income approximately .. . . .. £20,000 
Tax paid thereon during year ‘ended June 5 30, ‘1941, at 
yi SY ee se) ae 
Income year ended June 30, 1941— 
Income approximately .. . ahd! Ral ees. ee 
Tax payable thereon at 4/- a em £3,000 





It is a one-man company, and the undistributed income will be taxed 
at 200d. in £. By exercising the option, the undistributed amount 
will be reduced by £1,000, and the saving in tax, for income year 
ended June 30, 1941, at 200d. in £, will be £833. 


(4) It is not always certain that Commonwealth Income Tax will be 


assessed and paid each income year in respect of the previous year’s 
income. Therefore, if the taxpayer company relies on income taxes 
paid the results may sometimes be fantastic. It may well happen 
that, because the Deputy Commissioner has not issued the notice of 
assessment before June 30, or because the company is not in a 
position to pay its Commonwealth income tax before June 30, there 
is no payment in one year and two payments of ordinary Common- 
wealth Income Tax in the next succeeding year. This, in turn, may 
result in a large distributable income in one year and a small 
distributable income in the next year. As private company tax is 
levied in accordance with the progressive rates payable by individual 
shareholders, this may mean that the company will pay, in the two 
years, much more in private company tax than it would have paid 
if Commonwealth income tax had been deducted in each year. By 
electing to have deducted tax payable instead of tax paid, the 
company ensures that there is a deduction each year, in calculating 
its distributable income, in respect of ordinary Commonwealth 
income tax. » 

Taking a long range view, I think it is better to have deducted the 
Commonwealth income tax payable in respect of each income year. 
If the income is high, the tax payable will be high, and the deduction 
is allowable when it is most needed. Conversely, if the income is 
low, the tax payable will be low, but the need for the deduction is 
not then so great. The importance of the concession lies in the fact 
that private company tax is calculated in accordance with the share- 
holders’ progressive rates. The concession was not extended to 
public companies, as they are liable to tax on undistributed income 
at a flat rate. 

I am of opinion that, if a company does not exercise the option 
under S. 103 (3) this year, there is nothing to prevent it doing so 
in respect of a subsequent year. Once, however, the company 
makes the election, it is irrevocable, unless the Commissioner other- 
wise directs. 
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Tne Liability of Residents to Victorian Taxes on 
Ex-Victorian Income 


By “Craupius” 





It is regretted that the article on the above subject published in the 
February, 1942, issue of the Journal did not take into account the 
important changes made by the new New South Wales Income Tax 
Management Act of 1941. The article had been written before the 
commencement of the new Act, but through lack of space could not be 
published until the February issue. 

With the abolition of the New South Wales Unemployment Relief 
and Social Services Taxes, the reference to the reciprocal arrangements 
with New South Wales at the top and bottom of page 67 and page 68 
is no longer applicable. A resident of Victoria deriving income from 
property in New South Wales is, as previously, liable to ordinary 
income tax in New South Wales, and to the Victorian Unemployment 
Relief and Special Income Taxes. But as New South Wales has 
abolished the “emergency” taxes, the reciprocal arrangements in respect 
of those taxes no longer apply. 

S. 54 (4) of the 1941 New South Wales Act provides that “where a 
shareholder (other than a company) who is a non-resident, but is a 
resident of Australia, has paid tax under the laws of the State in which 
he resides in respect of the part of any dividends included in his taxable 
income, he shall be entitled to a rebate in his assessment of an amount 
equal either to the tax so paid or to the tax payable under this Act on 
the part of those dividends so included, whichever is the less.” 

Thus, a resident of Victoria deriving a dividend paid to him by a 
company out of New South Wales profits is entitled to a rebate under 
the New South Wales Act, ‘either of the New South Wales tax paid 
thereon or the Victorian Unemployment Relief and Special Income 
Taxes, whichever is the less. 

Dividends paid out of New South Wales profits to a resident of 
Victoria are liable under S. 169 (1) to the deduction of New South 
Wales income tax at the source. As stated above, the Victorian share- 
holder is also liable to direct assessment on the dividend, but is entitled 
to a rebate provided by S. 54(4) quoted above. The Victorian 
shareholder is also entitled to the deduction provided by S. 171 (1) in 
respect of tax under S. 169, and, as he is a resident of Australia, he 
is entitled to a refund of tax if the tax paid under S. 169 exceeds the 
tax payable by direct assessment. 
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which private company tax is levied, but also the rate of tax on 
that amount, because the greater the notional dividend, the higher 
are the individual shareholders’ rates, until the 200d. in £ limit 
is reached. 


(3) Even in the case of some declining incomes, it may be of advantage 


to exercise the option. For example, I encountered the following 
case, where the figures have been rounded off: 
Income year ended June 30, 1940— 


Income approximately .. .. .. £20,000 
Tax paid thereon during year ended June 30, ‘1941, at 
OS Bee a ar 
Income year ended June 30, 1941— 
Income approximately .. .. ie a en, Cee ae. 
Tax payable thereon at 4/- in +? ut we: gee. ap! |S 





It is a one-man company, and the undistributed income will be taxed 
at 200d. in £. By exercising the option, the undistributed amount 
will be reduced by £1,000, and the saving in tax, for income year 
ended June 30, 1941, at 200d. in £, will be £833. 

It is not always certain that Commonwealth Income Tax will be 
assessed and paid each income year in respect of the previous year’s 
income. Therefore, if the taxpayer company relies on income taxes 
paid the results may sometimes be fantastic. It may well happen 
that, because the Deputy Commissioner has not issued the notice of 
assessment before June 30, or because the company is not in a 
position to pay its Commonwealth income tax before June 30, there 
is no payment in one year and two payments of ordinary Common- 
wealth Income Tax in the next succeeding year. This, in turn, may 
result in a large distributable income in one year and a small 
distributable income in the next year. As private company tax is 
levied in accordance with the progressive rates payable by individual 
shareholders, this may mean that the company will pay, in the two 
years, much more in private company tax than it would have paid 
if Commonwealth income tax had been deducted in each year. By 
electing to have deducted tax payable instead of tax paid, the 
company ensures that there is a deduction each year, in calculating 
its distributable income, in respect of ordinary Commonwealth 
income tax. , 

Taking a long range view, I think it is better to have deducted the 
Commonwealth income tax payable in respect of each income year. 
If the income is high, the tax payable will be high, and the deduction 
is allowable when it is most needed. Conversely, if the income is 
low, the tax payable will be low, but the need for the deduction is 
not then so great. The importance of the concession lies in the fact 
that private company tax is calculated in accordance with the share- 
holders’ progressive rates. The concession was not extended to 
public companies, as they are liable to tax on undistributed income 
at a flat rate. 

I am of opinion that, if a company does not exercise the option 
under S. 103 (3) this year, there is nothing to prevent it doing so 
in respect of a subsequent year. Once, however, the company 
makes the election, it is irrevocable, unless the Commissioner other- 
wise directs. 
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| Tne Liability of Residents to Victorian Taxes on 
Ex-Victorian Income 
By “Cxiaupius” 


It is regretted that the article on the above subject published in the 
February, 1942, issue of the Journal did not take into account the 
important changes made by the new New South Wales Income Tax 
Management Act of 1941. The article had been written before the 
commencement of the new Act, but through lack of space could not be 
published until the February issue. 

With the abolition of the New South Wales Unemployment Relief 
and Social Services Taxes, the reference to the reciprocal arrangements 
with New South Wales at the top and bottom of page 67 and page 68 
is no longer applicable. A resident of Victoria deriving income from 
property in New South Wales is, as previously, liable to ordinary 
income tax in New South Wales, and to the Victorian Unemployment 
Relief and Special Income Taxes. But as New South Wales has 
abolished the “emergency” taxes, the reciprocal arrangements in respect 
of those taxes no longer apply. 

S. 54 (4) of the 1941 New South Wales Act provides that “where a 
shareholder (other than a company) who is a non-resident, but is a 
resident of Australia, has paid tax under the laws of the State in which 
he resides in respect of the part of any dividends included in his taxable 
income, he shall be entitled to a rebate in his assessment of an amount 
equal either to the tax so paid or to the tax payable under this Act on 
the part of those dividends so included, whichever is the less.” 

Thus, a resident of Victoria deriving a dividend paid to him by a 
company out of New South Wales profits is entitled to a rebate under 
the New South Wales Act, either of the New South Wales tax paid 
thereon or the Victorian Unemployment Relief and Special Income 
Taxes, whichever is the less. 

Dividends paid out of New South Wales profits to a resident of 
Victoria are liable under S. 169 (1) to the deduction of New South 
Wales income tax at the source. As stated above, the Victorian share- 
holder is also liable to direct assessment on the dividend, but is entitled 
to a rebate provided by S. 54(4) quoted above. The Victorian 
shareholder is also entitled to the deduction provided by S. 171 (1) in 
respect of tax under S. 169, and, as he is a resident of Australia, he 
is entitled to a refund of tax if the tax paid under S. 169 exceeds the 
tax payable by direct assessment. 
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Empire — An Accountant’s View 


An address by Mr. J. F. L. Gibbs, President Ballarat Branch of the 
Commonwealth Institute of Accountants, to the annual meeting of the 
Branch. 


In these times the idea of composing a speech a few days ahead is 
fraught with peril—it is so liable to be out-of-date and behind the 
times when it is delivered. Even if it is revised as it is being given, it 
may appear in the morning paper side by side with an item of news 
which renders it obsolete. However, if one is to meditate it must be 
done at leisure, so I venture to place some emanations of my leisure 
thoughts before you. 

Many people’s thoughts are turning to the chances of the continuity 
of the British Empire, as we know it, after the war. Apart altogether 
from military successes or failures there are many reasons for 
speculation. The strenuous efforts made in various parts of the world 
to achieve economic nationalism after the last war provoked discordant 
relationships in so many quarters, both domestic and foreign, that the 
comment was richly deserved: “We may have won the war, but we 
certainly lost the peace.” Great Britain lacked statesmen of empire 
status at a most crucial period of her history and we discovered the 
truth of the old Latin proverb which could be freely translated, “the 
descent from great heights is painfully easy.” And so the whole 
future of the British Commonwealth of Nations is in jeopardy. To 
achieve any progress of value our race appears to need a jolly good 
shake-up. It needs purging every now and then in the white heat of 
sacrifice and united effort. To borrow a simile from Nature (and 
change the metaphor): if you can, by severe pruning, persuade a tree 
that it is in imminent danger of dying, it will sprout, blossom and bear 
fruit in a prodigious effort to preserve its kind. War has shown us 
that we were carrying a lot of dead wood and useless growth, both 
economically and spiritually. When the dross has been cleared away, 
what will remain? Do we need a New Order, and if so can it be 
confined to a system of regimentation—a mere change in our economic 
structure ? 

We are inclined to speak glibly of the “New Order” to come after 
the war as if the signing of peace will herald the dawn of a new era. 
Many people are’ sincere and earnest in their search for a formula 
which will act as a panacea for all our economic ills. Such a thing does 
not exist—to look for it is to envisage the millennium. However, to 
seek for an improvement on present conditions is justifiable and, perhaps, 
overdue. There has been a lot of diffuse thinking and trite speaking 
of the “New Order,” and both of these must be eradicated before we 
can hope to progress on a sound basis. Can we examine the subject 
by a process of elimination ?—a negative method, perhaps, but one which 
may lead us toward the truth. I am tired of people who pursue their 
ideologies in war-time—in effect they say, “Get up on my hobby-horse 
with me and I will take you to the rainbow’s end.” I think the world 
is tired of them, too. 

The idea of adopting a process of elimination is to catalogue the 
pitfalls and mistakes to be avoided in contrast to the championing of a 
specific course of action. First let us postulate that our present 
economic system, in its existing form, is doomed. It has been weighed 
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in the balance for some centuries and found wanting. The capitalistic 
system has grown into an ugly, top-heavy structure, and something 
must be done about it. Joint-stock companies have become an unhealthy 
growth and aggregations of wealth in the hands of a few have destroyed 
the balance of equity. But we cannot wipe out capitalism with a stroke 
of the pen. Such treatment is too drastic for universal acceptance 
and our attention must return to capitalism after we have examined 
some of the more vociferously advocated alternatives. These are: 


1. Socialism. 
2. Collectivism. 
3. Communism. 
4. Nazism. 
5. Fascism. 
Collectivism is included because it seems to be a more accurate name 
for the aim of the Australian Labour Party than Socialism. It is simply 
Socialism without revolution. In Communism, capital and property 
vest in the state more fully than in Socialism. Nazism is simply an 
abbreviation for National Socialism, but the Nazi State or Reich is 
endowed by the system with a sort of separate entity to which the 
Nazis owe and pay fealty. Fascism is more a form of government than 
an economic system but is mentioned because it has one outstanding 
feature in common with Nazism and Communism—the powerful single 
figure in command who does not stand for periodical re-election as in 
the British Commonwealth. From the above it can be reasonably 
assumed that the alternative to private capitalism is some form of 
collective ownership of the means of production (perhaps including 
land), distribution and exchange. Is this alternative some form of 
“ism”? If it is, it must not be synonymous with “despotism.” 
Despotism exercised by a bureaucrat can be just as irksome as despotism 
wielded by an aristocrat—whether his power is financial or feudal. In 
Socialism the State must be all-powerful, but the State is only an 
abstraction, so, in practice, the all-powerfulness of the State will be 
wielded or implemented by individuals. Will these men be untrained 
demagogues, thirsty for power, “armed with a little brief authority”? 
If kept in power by the will of a body of electors, will they be able 
to avoid being political panders to the masses or to their own con- 
stituencies? Those acquainted with politics will find it hard to believe 
that they will. The danger of giving men untrammelled power for 
life is even more unthinkable. It is reminiscent of Aesop’s fable of 
the colony of frogs who elected a stork to be their king. Before 
accepting the Socialistic alternative, therefore, we have to consider the 
machinery of administration of the Socialist State. This is all the 
more necessary when it is remembered that the Australian public is not 
composed of a lot of downtrodden, tyrannised moujiks to whom any 
change of rule would spell emancipation. It must also be remembered 
that the wages system as now known is an integral part of the capitalistic 
system and must disappear automatically with private capitalism if it 
goes. The International Labour Organisation has stated, as one of the 
ideals of the post-war State, the reduction of unemployment. But 
Socialism proper surely implies equal sharing of the national dividend. 
Any attempt at an equitable apportionment of the fruits of Australian 
production must result in a drastic reduction in the standard of living 
of all wage-earners who enjoy award rates because their remuneration 
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has been in excess of their proportionate share of the national wage 
in the past. You may challenge this statement and say there is sufficient 
for everybody. I can only reply that we are at present utilising the 
savings which the people have accumulated over many years in various 
institutions as well as taxation, which has almost reached its high-water 
mark, to pay for the war, and our soldiers are not yet receiving award 
rates, and farm labourers are getting far less than wharf labourers 
although their work is just as skilled and just as arduous. What is 
more, we have not yet repaid any of the money we borrowed during the 
last war. Surely we could have repaid some of it if we had been 
living within our income. If Jack is his own master, then his knottiest 
problem will be how to pay himself his own wages and still extend to 
his weaker brethren the privilege of a proper standard of living. Robbed 
of the entrepreneur, our economy would be exposed to the great danger 
of extravagant management by officials, untrained in the arts of 
elimination of wastes and effective co-ordination, which would place 
an equitable distribution of the national dividend in grave jeopardy. 
The limitation of profits to four per cent. in post-war years would 
effectually discourage the development of industry by private enterprise. 

Having stated some of the drawbacks of the Socialistic system, and 
having admitted that our present system needs pruning, let us proceed 
to examine some of the popular conceptions of the monetary structure. 
Is it not possible that it is fallacious to regard the holding of money 
and the means of production by individuals in a system of private 
ownership as finite? Is it not rather true that wealth is an ever-flowing 
stream that cannot be dammed? If A pays money to B, the only way 
B can stop the flow of purchasing power is to burn or bury the actual 
notes. Once he pays it to C he transfers or passes on the purchasing 
power, whether C is a banker, stockbroker, storekeeper or wage-earner. 
When this is admitted, the title to wealth is immaterial in a properly 
planned economy, because it must pass from hand to hand. Yes, you 
may say, but the protagonists of Socialism aver that it passes from 
hand to hand over the heads of the crowd. The answer is: not in a 
properly planned economy. It is at this point that we must bring the 
State into action to graft a partial socialisation on to the stock of the 
existing tree after lopping some of the untidy growth. It must be 
realised that the objective is to share the fruit and not to destroy the 
tree. Mr. Curtin gives colour to this view in an article in the December 
number of Rydges, in which he says: “The people must be educated 
so that the demand for the New Order and the formulation of that order 
comes from within themselves and is not imposed on them by a 
benevolent government.” Here lies the key—the New Order must be 
spiritual as well as materialistic. Is that possible? If it means that 
man can be made to renounce his animal heritage and suddenly become 
an ideal citizen of a Utopian State then it is only a pipe-dream—the 
sooner forgotten, the better. After thousands of years of culture 
the veneer of civilisation strips off a man—or a nation—in a few hours. 
We may as well own up that the perfect man only exists in an obituary 
notice and the perfect plan to give equal economic advantages to all 
and sundry—deserving and undeserving—will never be evolved. So, 
after all, it looks as if the best we can hope for is a sensible modification 
of things as they are to-day, remembering that the instinct to bully 
people and seize their goods will not end with the defeat of the Axis 
powers, but is an integral part of human nature, which means that we 
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will always need to maintain an army. Restrict the rights of private 
ownership if you will, but do not destroy it outright; put a curb on 
the untoward growth and fusion of joint stock companies, but preserve 
them in the form of servants of the public. Above all, follow the 
advice of W. L. George—“Life ain’t all you want, but it’s all you ‘ave; 
so ’ave it, stick a geranium in your ‘at and be ’appy!” 

I admire the Labour Government for going into office with a clear-cut 
conception of its policy and aims and for making an honest effort to 
put them into practice. Had there been more time for preparation of 
the Budget and to capture the loyalty of the public, I think that the 
burden of paying for the war could have been spread more equitably, 
and no doubt this will have attention in the future. While it is right 
that those in receipt of big incomes should pay heavily, I have always 
held the view that those receiving little incomes would be proud and 
glad to pay their small quota towards the national effort. 

Once more I deplore the activities of those who pursue their 
ideologies in a national emergency. It is economically unsound to 
inveigh against spending money on goods produced in Australia. It is 
from the transference of wealth that the State gains its revenue. Like 
the croupier in a game of roulette, the State levies on each turn of 
the wheel. If all wealth remained static, industry would be at a 
standstill and taxes could only take the form of confiscation of assets. 
That is why it is wrong in theory to advocate reductions in spending 
unless the articles purchased are definitely needed for the war effort. 
It is only the physical supply of men and materials that counts. To 
reduce the proposition to an absurdity, if such a doctrine were followed, 
the Government would find the whole nation engaged in the war 
effort—or unemployed—and there would be no production or wealth 
to tax except the production of arms and supplies for the troops. 
Revenue from sales tax, customs and excise duties would cease and 
income tax would be reduced to collections from munition workers. 
Surely the suggestion is unsound. 

I mention all these things because I believe that the future of the 
Empire depends upon the wisdom and skill with which they are appraised 
and acted upon. While I think that the cohesion of the British 
Commonwealth of Nations depends to a large extent upon a satisfactory 
economic system, I would like to see the system so smooth and 
satisfactory in its working that it could be forgotten for a while. I 
would like to see money relegated more to the background of our lives. 
Bishop Moyes said recently that a wrong outlook on money had made it, 
not a servant in the kitchen, but the ruler of the house. The amassing 
of wealth and monetary power has become an overweening ambition 
with too many men in this country. Men of the old craft or guild spirit 
(so essentially British in character) are disappearing from the work- 
shops and factories of the world and men are taking their places who 
are not imbued with the same ideals. That is largely the fault of our 
educational system, which places too much value on achievement as 
measured by examination and too little on the individual performance 
of the pupil. We urgently need a revival of the loving-care-in-the-task 
spirit which used to be such a feature of a few generations ago when 
men were steeped in the traditions of careful and happy workmanship. 
I think that none are better fitted to do this than Australian workmen— 
if they wished to they could lead the world. Thus I have reached the 
point of my dissertation, and that is: the monetary structure of the 
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community, the economic foundation, as it were, must be sound, but 
it is not the be-all and end-all of existence. Rising supreme above all 
other considerations is the human element—give your attention to the 
man! There is a very old Chinese proverb which runs: “If you are 
planting for one year, plant grain; if you are planting for ten years, 
plant trees; if you are planting for a hundred years, plant men!” Let 
us plant men, nurture them in the ideals of freedom, train them to 
observe a due medium between avarice and profusion and so grow into 
pillars of a well-ordered and enlightened community, untrammelled by 
regimentation but guided by the divine spark of a national consciousness. 

Accountants must study these things and form opinions for them- 
selves because they are the foundations upon which the whole structure 
of commerce and life rests. The profession must take an active 
part in national leadership in the future to carry out its traditional 
avocation of guardianship and administration in the highest sphere 
with that dispassionate fairness which has always been its most notable 
characteristic. 





National Security (Capital Issues) Regulations 


Further restrictive measures have been gazetted in connection with 
the control of capital issues, loans, mortgages, etc. Commonwealth 
Statutory Rules 1942, No. 23, dated January 28, 1942, and published 
in the Commonwealth Gazette on that date, contain, inter alia, the 
following amendments :— 

(1) Certain loans not affected. Regulation 15, before the amendment, 
provided that the Treasurer’s consent was not required where the 
total amount of mortgages and charges given by any person (other 
than a local authority) during the preceding year did not exceed 
£5,000 (including the mortgage or charge then given). This 
limitation, by the above amendment, has now been restricted to 
£1,500. 

(2) After regulation 27, the following new regulations have been 
inserted : 
27A. Limitation on acceptance of deposits by certain bodies. A 
body, whether corporate or unincorporate (other than a bank, a 
building society, a declared pastoral company, a co-operative society 
or a partnership) shall not, without the consent in writing of the 
Treasurer, accept or receive any deposit so that the total amount 
of deposits held by that body (including the deposit then accepted 
or received) exceeds by more than £1,500 the amount of deposits 
held by the body on January 29, 1942. 
“27B. Limitation on acceptance of deposits by building societies, 
etc. A building society, declared pastoral company or co-operative 
society shall not, without the consent in writing of the Treasurer, 
accept or receive any deposit so that the total amount of deposits 
held by that body exceeds by more than five per centum the amount 
of deposits held by the body on November 26, 1941.” 

“Deposit” means unsecured loan. 
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War-Time Responsibilities of Business Executives 
By C. L. S. Hewitt, B.cOM., A.C.A.A., A.L.C.A., A.A.LS. 


On February 10, 1942, the Prime Minister made a statement 
concerning changes in the direction of industry and the control of 
profits, prices and wages during the war. Profits, exclusive of taxes 
paid, are to be pegged at a maximum of 4% on capital as defined in 
the Wartime (Company) Tax Act. It was also stated that depreciation 
will be fixed at an amount determined by the life of the asset and the 
degree of risk of the enterprise. 

National Security (Economic Organisation) Regulations 

Following upon the Prime Minister’s statement, these regulations 
were notified in the Commonwealth Gazette on February 20, 1942. 
They contain a prohibition upon the transfer of certain property and 
provisions regarding the pegging of interest rates. Transactions in 
Commonwealth securities are exempt from the restrictions on sales. 
Certain limitations are also placed upon increases in wage rates. 
Provision is made for the disposal of property following the death or 
bankruptcy of an individual. 


National Security (Contracts Adjustment) Regulations 
Under these regulations, any person who is a party to a contract, the 
performance of which is likely to become impossible by reason of 
circumstances attributable to the war or the operation of any regulation 
made under the National Security Act 1939-40, may make application 
for the hearing of his case by a tribunal. The tribunal has power to 

cancel or vary the contract in such manner as it may think just. 


National Security (Supplementary) Regulations 

An amendment to these regulations has been made which prohibits 
the construction, alteration or addition to any building used exclusively 
or principally for purposes of habitation and situated within 25 miles 
from the G.P.O. at Sydney or Melbourne. A further amendment to 
the Building Control Regulations provides that a person shall not, 
without the Treasurer’s consent, apply to a local authority for a building 
permit in respect of the erection of a new building, the estimated cost 
of which exceeds £2,000. This reduces the previous maximum level by 
£1,000. 

Restriction on Production 

In addition to further limitations upon the sales of certain commodities, 
and which was referred to last month, the Minister for War Organisation 
of Industry has recently announced that the manufacture of certain 
articles in the States of Victoria and South Australia shall cease. This 
prohibition will result in the transfer to war purposes of man power 
and materials formerly used for the production of civil requirements. 


Insurance Against War Risks 

Details of the plan of War Risk Insurance for property have been 
published. In addition to the compulsory insurance of certain fixed 
property, a voluntary scheme is available for personal chattels and 
certain other goods. Consequential damage such as loss of rents and 
profits are excluded from the scheme. Claims will be, for the most 
part, not paid until after the conclusion of the war. Interest, however 
will be credited on amounts thus withheld. 
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a aii: 
L. A. CLEVELAND, F.I.C.A. 


The announcement of the death of Mr. L. A. Cleveland on February 
28, after a short illness, was received by the Council and members of the 
Commonwealth Institute of Accountants with deep and sincere sorrow, 
and with a sense of irreparable loss. He was a distinguished member 
of the Institute and, following in the footsteps of his distinguished father, 
he joined the Council of the Victorian Institute—the Incorporated 
Institute of Accountants, Victoria, on which the Commonwealth 
Institute was founded—in the year 1910-11. Since then he has had 
unbroken service with the Institute in its various stages of development, 
has been a member of its Councils and its Committees, and has given 
service the value of which to the Institute and its members and to 
the accountancy profession is incalculable. 

Mr. Cleveland’s record is an impressive one. He was admitted to the 
Incorporated Institute as an Associate in 1898 and was advanced to 
Fellowship in 1908. He was President of the Victorian Institute in 
1921 and 1922, and was one of the first three members of the Victorian 
Division elected to the General Council. He was the first President 
of the Commonwealth Institute after its establishment as an Australian 
organisation in 1923. There were many problems to be solved when 
the new body commenced to function, and Mr. Cleveland was entitled 
to no small measure of credit for the manner in which these were met 
and dealt with during the years 1923, 1924 and 1925, when he was the 
head of the Institute and of its General Council. He remained on the 
General Council until 1935, when he retired, but he retained his interest 
in the Institute and was a member of the Victorian Divisional Council 
when he died. He was appointed to the Board of Examiners in 1922 
and was chairman at the date of his death. He was a member of the 
General Council Education Committee, on which he did valuable work, 
was a member of other committees, including the Consultative and 
Investigation Committees, and he played an important part in organising 
the Australasian Congress on Accounting in 1936. He was a member 
of the Faculty of Commerce of the Melbourne University, to which he 
was elected last year on the nomination of the Institute, and was a 
director of the Accountants Publishing Company Limited and chairman 
of the Board. | 

He served with distinction in the South African War and in the 
Great War—1914-18—and was awarded the Military Cross for his 
services in the latter, at the end of which he held the rank of Major. 

It is impossible to pay full tribute to his unfailing devotion to the 
various interests of the Institute or to his generous performance of many 
services for it. The General Council recognised the Institute’s great 
debt to Mr. Cleveland and, in 1940, conferred on him the distinction 
of Life Membership. His personality endeared him not only to his 
friends, but to all who came in contact with him in any way, and his 
long record of an honourable and active career will serve as an 
inspiration to all the members of the Commonwealth Institute. 

We offer our deepest sympathy to Mrs. Cleveland in her bereavement. 
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Bills of Exchange — Some Practical Aspects 
By C. L. Moss, B.com. (London University) 


(Being an abridged report of a lecture delivered by Mr. Mobbs to the 
Commonwealth Institute Students’ Society, New South Wales Division) 


Charles Dickens commenced “The Christmas Carol” by stating that 
Marley was dead and that there was no doubt about that. I might, in 
a similar way, commence this lecture by saying that Bills of Exchange 
are a dry subject and there is equally not the slightest doubt about 
that either. An attempt will, however, be made to lay the dust by 
explaining as early as possible what Bills of Exchange are and how they 
arise. 

It is necessary, however, that at the commencement of this lecture 
some reference should be made to the Bills of Exchange Act, as it is 
of no use studying matters relating to Bills unless one fully understands 
what a Bill of Exchange is. I propose, therefore, to deal with this 
matter as carefully as I think is necessary so that a clear idea of the 
essentials of a Bill is obtained. 

The Bills of Exchange Act of 1882 was passed in England as a 
means of simplifying a rather jumbled state of law relating to the 
subject of the Act. The law had grown up from commercial cases and 
commercial customs, with also some statute law intermingled, and it 
was at the request of the Government that the Council of the Institute 
of Bankers in England drafted the Bills of Exchange Act. 

This Act has been acknowledged as a masterpiece of drafting. It is 
said that some 2,500 legal decisions have been incorporated in it, and as 
little amendment to the Act has been necessary in later years, it is 
undoubted that it is standing the test of time extremely well. 

I am no expert on Australian bill practice but from even a casual 
glance at the Australian Bills of Exchange Act, 1909, it is obvious 
that there are no essential differences between that Act and the English 
Act. One or two paragraphs have been slightly re-arranged and, if 
anything, made a little clearer, and other paragraphs have been expanded, 
but the main features of both are the same. 

I propose to deal with the definition of a Bill of Exchange and 
throughout this lecture will be regarding the subject as a whole mainly 
from the viewpoint of a banker. In this respect the definition is most 
important in practical bill work. A banker often buys a bill and when 
he buys it he wants something which is of first-class value to him. 
There is, however, nothing very frightening about a Bill of Exchange. 
The commonest form is a cheque, and every time you draw a cheque 
on your current account you are drawing a Bill of Exchange payable 
on demand and drawn on a banker. Simply defined, a Bill of Exchange 
is an order by one person instructing another person to pay money to 
a third party. The exact definition is, however, as I said before, very 
important. 

According to the Bills of Exchange Act— 

1. A Bill must be an order; a simple request is not sufficient. The 

order may be polite and you may say: “Please pay,” but it must 
not be a request in such terms as: “I should be obliged if you would 
pay.” In this way a promissory note is not a Bill of Exchange, as 
it is a promise to pay and not an order. 
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2. It must be in writing. This is a very wide term and includes type- 
writing and printed matter. Very frequently as a result the only 
written part of a bill is the drawer’s signature. 

3. It must be unconditional. Documents are frequently seen which 
resemble cheques and carry as a condition of payment a provision 
that the payee must sign a form of receipt either at the foot of the 
cheque or endorsed on the back of it. If the signing of that receipt 
is a condition which it is necessary to fulfil before payment is to 
be made, the document is not a Bill of Exchange. 

It must be signed by the drawer. 

It must be an order to pay a certain sum. For example, a bill 

drawn for £1 per unit of goods sold to date is not a Bill of 

Exchange, as the quantity of goods sold cannot possibly be certain 

and the amount payable is, therefore, not clearly defined. The sum 

must also be payable in money and at a fixed or determinable time. 

Taking as an example an extreme instance for the sake of clarity, 

a bill payable one month after the death of a certain individual is a 

good bill, as the time is definitely fixed, but a bill paid on a con- 

tingency is not a good bill. 

6. The Bill must be payable to a named person or to bearer. 

All of this may sound very elementary, but it is all quite important. 
The tendency when a man is drawing a bill for the first time is for 
him to incorporate as much of his contract into the bill as he can, and 
the result is that it is not unusual for bills to be presented to bankers 
with very curious wordings. Quite large firms will occasionally draw 
in such a way that few, if any, bankers would be prepared to purchase 
the documents. 

A Bill of Exchange represents just an ordinary contract, with the 
exception that ownership can be transferred without the consent of 
other parties. This is a characteristic of all negotiable instruments, 
and if you want a simple definition of a negotiable instrument, it is one 
to which a perfect title may be obtained from a thief. This does not 
mean that a thief always gives a good title, as the person taking the 
document must, in the first place, be unaware that it had been stolen. 

The form a Bill of Exchange takes is very varied. Its size is not 
standardised, nor is its wording. It can be drawn on demand, or at 
sight, or at various periods after sight, or at various periods after date. 
The commonest form of bill, as I have already said, is a cheque, and 
before we proceed the distinctions between cheques and other forms of 
Bills of Exchange will be dealt with. 

These distinctions are as follows: 


1. A Bill of Exchange can be drawn on anyone and can be payable 
on demand or at a fixed future time. A cheque, however, must 
always be drawn on a banker and must always be payable on demand. 

2. Frequently a Bill of Exchange is accepted and, after acceptance, the 
acceptor is primarily liable on the document. A cheque is never 

‘accepted and the drawee-banker is never primarily liable to the 
holder. 

3. If a Bill is not presented for payment when due, the drawer is 

discharged. This is not the case with a cheque, as the drawer is 

not discharged for six years unless his position has been injured by 
the delay in presentation. 

4. Bills payable after date or sight take three days of grace, whereas 

cheques take no days of grace. 


o> 
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5. Bills cannot be crossed but cheques can be crossed and they are 
thereafter payable only through a bank. 

6. Bills payable otherwise than on demand must be stamped ad valorem, 
whereas cheques require only a twopenny stamp. 

We now have a fair idea of the nature of a bill and of its essential 
features. The next step is to explain the circumstances which give 
place to the drawing of Bills of Exchange. This will be done in story 
form and obviously all the names and all the circumstances are purely 
imaginary. For the purpose of the story, air mails do not exist. 

The year is 1927 and Field & Co. Ltd. are a small firm doing a 
wholesale grocery business in London, that is, they supply retail grocery 
shops with the products which they sell to the public. A certain amount 
of business is done in Australian tinned fruit, cases of which are bought 
from an importer of those goods and then passed on at a small profit 
to local shopkeepers. Business is fairly good, supplies of tinned fruit 
from other sources are below normal owing to generally unfavourable 
weather conditions, and the demand for Australian tinned fruit is, 
consequently, increasing. 

The manager of Field & Co. Ltd. thinks matters out and decides that 
it would be cheaper to buy the supplies of Australian tinned fruit direct 
from an Australian cannery. He, therefore, goes to Australia House in 
London and sees in the entrance hall a very imposing array of Australian 
products of all kinds. He is particularly attracted by the label on the 
tins of one brand of fruit and, after obtaining samples, decides that the 
cannery from which that came would be a good firm with which to get 
into touch. The address is obtained from Australia House and he 
writes the following letter to Austral Cannery Limited, Sydney: 


Dear Sir, 

Will you please quote in English sterling for a sample order of 
100 cases of sliced peaches, the price to include delivery to a Port 
of London Authority warehouse in London. 

We might mention that this is a trial order and further business 
can be anticipated if the market here will take up the goods. 

Yours faithfully, 
Field & Co. Ltd. 
That letter goes to Australia and the following one comes back in 
reply : 
Dear Sir, 

We thank you for your letter requesting a c.i.f. and e. quotation 
for 100 cases of sliced peaches. We should be pleased to give this 
quotation if necessary, but we should very much prefer to give a 
f.0.b. quotation of 8/6 Eng. per case owing to the present unsettled 
state of the freight market. 

If this price is acceptable to you, we should, of course, draw 
on you in English currency for the amount of the goods, plus 
freight and insurance, attaching to our draft the usual shipping 


documents. 
Yours faithfully, 
Austral Cannery Ltd. 


This letter is received by Field & Co. Ltd., whose bank manager 
informs them what the terms f.o.b. and c.t.f. and e. mean. This 
information is that f.o.b. means “free on board,” that is, Austral Cannery 
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Ltd. provide the goods, send them to the port, paying carriage charges, 
port dues and all incidental expenses until they are safe in the ship's 
hold. 

cif. and e. means “cost, insurance, freight and exchange.” 


The f.o.b. quotation of 8/6 Eng. per case is accepted and Austral 
Cannery Ltd. draw their bill on Field & Co. Ltd. for £E50, this 
amount representing 8/6 Eng. per case plus 1/6 per case for freight 
and insurance. Attached to the bill are invoices, certificates of origin, 
insurance policy and bills of lading. The draft itself is drawn in 
duplicate at sight, that is, on demand. 

The documents are pinned to a bill for £E50 and are handed to the 
bank for collection. The bank splits the documents up into two sets, 
original and duplicate, and forwards them by separate mails to their 
London office. The London office presents the draft to Field & Co. 
Ltd., who provide a bank cheque for £50 and retain the documents. 
The London office of the bank will then remit the amount of the draft 
by warrant to Sydney and Austral Cannery Ltd. will receive the sum 
of £E50 converted into Australian currency, with deductions made for 
bank commission and English stamp duty. 

The, goods find a ready sale and Field & Co. Ltd. are in the position 
of having an insufficient supply. Accordingly, late in 1927 a cable is 
sent for a similar repeat order. This further supply finds an even 
readier market so that, early in 1928, an order is sent for 1,000 cases. 

As business is going so well, Austral Cannery Ltd. in Sydney are 
finding themselves short of capital. Their position is that, as their 
production increases in volume, so their wages bill and all other 
expenses increase in proportion. The fruit and the tins must be paid 
for, canning expenses met and overhead charges of many kinds covered. 
Their difficulty arises from the fact that they must wait for the proceeds 
of sales to reach them before they can receive back their production 
expenses. 

The shortage of capital becomes more marked as time goes on, 
particularly as the proceeds of the fruit exported will not be received 
until three months or more after the main expenses have been incurred. 
The manager of Austral Cannery Ltd. accordingly interviews his bank 
manager and the position is fully explained. The bank agrees to 
negotiate the bill instead of sending it for collection. By “negotiating” 
is meant simply that the bill will be purchased by the bank with recourse 
to the drawer inStead of being forwarded to London as an item for 
collection. In this way, Austral Cannery Ltd. will receive the proceeds 
of their draft as soon as if is lodged with the bank in Sydney. 

It will be necessary for Austral Cannery Ltd. to sign a lengthy and 
complicated document known as a letter of hypothecation. The bank 
is not satisfied with the usual recourse on the bill which Austral 
Cannery Ltd. will draw on Field & Co. Ltd. If the draft is unpaid in 
London, the bank may be called upon to warehouse the goods, to insure 
them and, perhaps, to seil them, according to the particular circumstances 
of the case, and the purpose of the letter of hypothecation; is to give the 
bank full control over the goods and full power to deal with them. It is 
usual for a general letter of hypothecation to be signed covering all bills 
which the bank negotiates, and we shall leave the story just for a minute 
to look at this document which Austral Cannery Ltd. are called upon 
to sign. 

The letter of hypothecation is an involved and lengthy legal document 
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embodying an equitable assignment to the bank of the goods themselves 
or their proceeds. The bank receives very extensive powers as well 
as a complete right over the disposal of the goods. 

Usually the bank has the following rights: 


(a) To insure and warehouse the goods at the exporter’s expense. 

(b) To pay freight and insurance and any other incidental expenses not 
met by the importer and exporter. 

(c) To make partial deliveries against part payment of the goods or 
to deliver the goods as a whole against prepayment of the bill before 
maturity. 

(d) To sell the goods and retain proceeds to the extent of any moneys 
due and to recover from the exporter any difference between the 
sale value and the amount advanced. 

(e) To retain in all cases the right of property to the goods until all 
claims against the exporter are satisfied. 


Having signed a letter of apothecation, Austral Cannery Ltd. for 
some time have their bills negotiated in Sydney and, in this way, they 
receive the proceeds of each shipment at the time of shipment. Some- 
what similar difficulties, however, are arising in London, as Field 
& Co. Ltd. also find themselves short of capital. The documents 
usually arrive about a week before the boat carrying the relative goods. 
Thus not only are Field & Co. Ltd. forced to pay for the goods a 
week before they receive them, but the time of distribution and margin 
of trade credit allowed to their customers cause them to be out of their 
money for, let us say, two months. That is, the time lag between the 
date of payment of the Bill of Exchange and the date on which 
Field and Co. Ltd. receive the proceeds of the goods sold is approxi- 
mately two months. 

As business grows, this puts a big strain on their available cash 
resources and so they write a letter to Austral Cannery Ltd. explaining 
the position and asking that drafts should be drawn on them at 30 days’ 
sight instead of at sight. Thus, by accelerating their marketing, it may 
be possible for them to sell the goods and receive the proceeds by the 
time the Bill of Exchange has to be met. 

In accordance with this request, shipments in 1929 are covered by 
30 days’ sight drafts. 

The position of the bank, however, must be considered. Cash has 
been paid out in exchange for a Bill of Exchange and the documents 
attached thereto. The bank requires some sort of guarantee or under- 
taking from Field & Co. Ltd. that, if the documents are released 
against acceptance of the draft, the proceeds will be used or reserved 
only for the purpose of paying off the draft. This is generally 
ensured by the importer signing what is known as a trust receipt. This 
is not a very lengthy document and in it the importer agrees to take 
possession of the goods as trustee, agent or bailee for the bank. 
Generally he agrees to keep the proceeds from the sale of the goods 
distinct from his other cash and to pay them into the bank as received. 

This arrangement works quite well during 1929, but negotiations are 
becoming larger in amount and the bank manager in Sydney gets a little 
anxious regarding the aggregate amount of the bills which he is being 
called upon to negotiate for Austral Cannery Ltd. He, therefore, 
suggests to the manager of Austral Cannery Ltd. that it would be 
advisable to request Field & Co. Ltd. to establish a letter of credit to 
cover their shipments. This request is passed on to Field & Co. Ltd. 




















126 THE AUSTRALIAN ACCOUNTANT MAR. 


and a letter of credit is issued by their bankers authorising Austral 
Cannery Ltd. to draw on Field & Co. Ltd. in London for the invoice 
cost of canned fruit shipped to London for any sum or sums not 
exceeding in all £E2,000. 

This letter of credit is forwarded to Austral Cannery Ltd., who 
prepare the shipment for, let us say, 1,000 cases of canned fruit and 
have the relative documents made out. The draft, with full sets of 
documents attached, is forwarded, together with the letter of credit, to 
their bank in Sydney. 

The bank must peruse all documents with extreme care as, if they 
depart from the terms of the credit in any way, there is always the 
possibility that Field & Co. Ltd. will insist that only documents which 
are correctly made out according to the terms of the credit will be 
acceptable to them. Care is essential as this risk is always present, 
particularly when the goods shipped are selling on a falling market and 
the importer wishes to find the slightest excuse for not taking up the 
draft. 

Usually drafts drawn under documentary letters of credit must be 
accompanied by the following documents in duplicate: invoices, certifi- 
cates of origin; full sets of insurance policies including war risk, 
W.P.A., duly endorsed; full sets of clean “on board” bills of lading 
to order and blank endorsed. 

If we assume that the letter of credit established by Field & Co. Ltd. 
in favour of Austral Cannery Ltd. requires that the draft should be 
accompanied by the documents which have just been indicated, the 
banker must examine these documents very carefully. 

For example, the invoices must show that canned goods are being 
shipped. Certificates of origin must also indicate similar goods and be 
correctly filled in, dated, signed and witnessed. 

The bills of lading must show that the goods are actually on board 
the vessel and there must be no qualification added to the bill of lading 
by the shipper. This, incidentally, conveys what is meant by a “clean” 
bill of lading. Frequently, in my experience, shippers have added 
remarks to the bill of lading as, for example, “Goods insufficiently 
protected,” and any such clauses make the document unacceptable 
where a “clean” bill is called for. It is essential, of course, that the full 
sets of bills of lading must be in the banker’s hands, as quite frequently 
an importer in London will insist upon the production of all the bills 
of lading or else’a guarantee covering the absence of one or more 
copies before he will take up the relative draft. 

There must be an insurance policy covering the risks indicated, and 
it is essential to note that although a certificate of insurance may be 
quite sufficient cover, where the credit calls for a policy this must be 
provided. 

The banker must also peruse all the documents together. He must see 
that the marks on the goods as indicated by the bill of lading are those 
which appear on the invoices and insurance policy. The name of the 
vessel by which the goods are shipped must be the same on all the 
documents. The policy must cover the goods from the place of 
shipment to the destination and if a particular route is indicated on the 
bill of lading, e.g., “via Cape,” the policy must cover the goods by that 
route and not, for example, “via Panama.” 

All these may seem simple matters, but it is very easy to err when 
elementary considerations are involved. I think that most of you would 
be surprised to know how frequently experienced shippers will draw 
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up their documents rather too hurriedly and discrepancies will appear 
when all the documents are considered together. 

Finally, on most letters of credit there will be a ruling at the back 
so that drawings under the credit can be marked off. “This is done in a 
way similar to that in which circular letters of credit are treated when 
drawings are made over the counter and no more details beyond date, 
the amount of the drawing, and signature are usually required. 

Business is satisfactorily carried on between Austral Cannery Ltd. 
and Field & Co. Ltd. on these lines with, of course, the use of additional 
credits, until the end of 1932. 

At the beginning of 1933, business is definitely in a sad way owing 
to the world-wide slump in all industries, and cheaper grades of canned 
fruit are suiting the pockets of English purchasers much better than the 
superior grades supplied by Austral Cannery Ltd. Quite apart from 
that, people have less money, and canned fruit, which is something of a 
luxury in England, has had to give way to a certain extent to a more 
simple diet. Consequently, Field & Co. Ltd. find that their stocks on 
hand are very large, although orders have been reduced so much as to 
make the establishment of credits unnecessary. A few small shipments 
that are made are covered by bills negotiated in the same way as I 
outlined before letters of credit were established. 

By the end of 1933, Field & Co. Ltd. take a big chance. The manager 
is confident that the slump will end and feels that it is good policy to 
lay in substantial stocks of tinned fruit, which he accordingly does. 
But 1934 does not see the end of the slump, and towards the end of the 
year Field & Co. Ltd. see a consignment of 1,000 cases of fruit 
arriving to swell their already over-burdened stocks. They are short 
of ready money and the draft for £500 covering this consignment is 
returned by the drawee with the answer “Unable to pay.” The bank 
in London is in the position-now of holding a bill which has been 
bought by and belongs to the bank in Sydney. It is necessary that the 
interests of the owner of the bill should be safeguarded and the possi- 
bility of legal action against the drawee must be remembered. 

Some definite proof of dishonour is required if a court action is to be 
taken. This is because the holder of the bill must satisfy the court 
beyond all doubt that the various duties as holder which devolve on him 
have been satisfied. You will remember that these duties are clearly 
set out in the Bills of Exchange Act. For example, when a bill is 
dishonoured, due notice of the dishonour must be given to the drawer 
and to each endorser and any drawer or endorser to whom such notice 
is not given is discharged from liability on the bill. 

With Bills of Exchange, proof of non-acceptance or non-payment is 
provided by a public officer known as a Notary Public, who obtains 
confirmation of the presentation and dishonour by himself presenting 
the bill. He then gives his certificate setting out this fact and stating 
the result. To obtain this legal proof, the bank in London sends the bill 
round to the notary public, who hands it to his clerk, who presents it at 
Field & Co. Ltd.’s office. There the same answer is given and the 
notary attaches to the bill a little slip of paper which gives the date on 
which presentation was made, the answer given—“Unable to pay”—the 
amount of his fee, the reference in his register and his initials. This 
noting must be done in accordance with the stipulations set out in the 
Bills of Exchange Act. Wherever possible, bills must be noted 
immediately after dishonour, preferably on the day of dishonour, but if 
that is not possible, on the day after. 
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After obtaining this required proof, the bank in London sends the 
following cable to the bank in Sydney: 


“Your Bill negotiated No........... on Field & Co. Ltd. has 
not been paid. Answer ‘Unable to pay.’ Please instruct.” 


This message is passed on to Austral Cannery Ltd., who have no 
representatives in London and accordingly request the bank to dispose 
of the goods to the best of their ability. It is here that a letter of 
hypothecation shows one of its real uses. You will remember that the 
letter gives the bank a complete title to the goods and liberty, as long 
as they act honestly, to dispose of the goods as they wish. Further, as 
the market for canned goods has been falling and the proceeds are, let us 
say, £50 below the amount of the draft which covered them, the letter 
of hypothecation gives the bank an undisputed right to claim the 
difference between the amount of the draft and the amount realised for 
the goods. You may think that the ordinary recourse by the bank on 
the drawer of the bill would be sufficient and in nearly every case this 
would be so. The letter of hypothecation merely confirms the right of 
the bank to act in its own interests and gives additional legal protection 
to the bank in its actions. 

To complete the story, we can imagine that Austral Cannery Ltd. 
decide that legal action against Field & Co. Ltd. will be taken. 
Accordingly the bank in London is instructed to protest the bill, and 
with this act of protest our story is complete. 

The intention of this very simple story is to show, particularly from 
the banking viewpoint, just what bills of exchange are and how they 
arise as far as ordinary trading is concerned. I hope that it will, at 
least, do something towards a better understanding of the Bills of 
Exchange Act and also be of assistance to accountants and others 
interested in accountancy, so that they will have a better understanding, 
also, of certain items in balance sheets and company accounts which 
relate to the subject matter of this lecture. I now propose to deal very 
briefly with a few points related to bills of exchange which will be of 
particular interest to students. 

During the course of the story, reference was made to the noting of 
a bill of exchange, and I wish to give now a little fuller information with 
regard to protesting. 

A protest is a formal notarial certificate of dishonour and it embodies 
a declaration signed by a notary and given under seal. The main 
contents are: a copy of the bill, the place and date of protest, the reason 
for protesting and the answer given. In other words, a protest is an 
elaborated forin of note, or, if you like, a note elevated to the status of a 
deed. 

The common form of protest runs somewhat on the following lines: 


Know all men that I, A.B. (householder) of ............ in the 
OR OE cccvewenes se in the Commonwealth of Australia, at the 
request of C.D. did on the ............ GEE da dcwesicdcs 1941, 
eer y eer , demand payment (acceptance) of the bill of 
exchange hereunder written from E.F., to which demand he made 
SE ac tein rae’ wherefore I now, in the presence of G.H. and 
J.K., do protest the said bill of exchange. 

Signed A.B. 
G.H. 


t Witnesses. 


LK. 
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Attached to the protest is a copy of the Bill of Exchange and of all that 

is written on it. 

In Australia a protest need not necessarily be made before a notary, 
but may be drawn up before a householder or substantial resident of the 
place of dishonour in the presence of two witnesses. A protest can be 
drawn up without noting first, but it is not unusual for a bill to be noted 
first and protested later when the prospect of legal action is more 
clearly defined. 

It is essential to remember that noting and protesting have nothing 
to do with giving notice of dishonour. The former procedure is a 
means of obtaining legal proof of dishonour; the latter is a duty set 
out in the Bills of Exchange Act devolving upon a holder who wishes 
to retain recourse on other parties to the instrument. 

Notice of dishonour must be given promptly to all parties to retain 
recourse, otherwise the drawer and endorser to whom such notice is not 
given are discharged. Notwithstanding this, however, where a Bill of 
Exchange is unaccepted, the subsequent holder in due course is not 
affected by any prior omission to give notice. Also, if a bill is dishonoured 
by non-payment after notice of non-acceptance has been given, there is 
no need to repeat the notice of dishonour unless the bill has been 
accepted in the meantime. 

There is quite a number of rules regarding notice of dishonour, the 
most important of which are the following: 

1. It acts for the benefit of all subsequent parties. 

2. It can be verbal or written and a wide latitude is allowed with regard 
to the form which it takes. 

3. The mere return of an unpaid bill to the drawer or endorser is 
sufficient. 

4. If the drawer or endorser is dead, notice of dishonour should be 
made to his personal representative; in thé case of bankruptcy, 
notice should be given to the trustee or assignee. 

5. It must be given within a reasonable time and should generally be 
delivered or posted within twenty-four hours of the actual time of 
dishonour. 

6. Posting is sufficient—it is not necessary to ascertain that a notice 
placed in the post actually reaches its destination. 

.7 Where the bill is in the hands of an agent, he can give notice of 
dishonour to all parties, or, alternatively, just notify his principal. 
Quite a number of examination questions have reference to a Holder 

in Due Course and it is important first of all to distinguish between 

the terms “bearer” and “holder.” 

The bearer of the Bill of Exchange is a person in possession of a 
bearer bill, that is, a bill made out payable to bearer or one made payable 
to order and endorsed in blank. The holder, on the other hand, is the 
payee or endorsee of the bill who is in possession of it, or the bearer. 
Thus the bearer is always a holder, but the converse is not necessarily 
true. 

It should be noted that the person who takes a bill under a forgery 
is not the “holder” since he is not the payee, endorsee or bearer. As an 
example, if a bill is payable to A or order and A’s endorsement is forged 
by B, who transfers it to C, C is not the “holder,” but is only in 
possession of an unendorsed “order” bill. ; 

Certain rules with regard to a holder in due course are laid down 
clearly in the Bills of Exchange Act. These are: 

Cc 
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1. He must take the bill complete and regular on the face of it. In 
this connection it should be remembered that a post-dated cheque 
is not regarded as irregular. 

2. He must take it before it was overdue and without notice of previous 
dishonour. 

3. He must take it in good faith and for value. 

The test here is honesty on the part of the party concerned. 
4. He must take it without notice of fraud, illegality or defect of title. 
As a simple example, if it is illegal to pay bets by cheque and the 
holder of a Bill of Exchange knows that the bill in question was 
drawn for that purpose, he cannot be a holder in due course because 
he was not without notice of illegality. 

5. The bill must be transferred to him; he cannot, for example, be 

the original payee. : 
The rights of a holder in due course are clear and are as follows: 

1. He can sue in his own name, free of all defences depending on prior 
defects of title. 

2. He can transfer his rights to a subsequent holder who acts in good 
faith. 


With regard to crossed cheques, the two kinds of crossings, namely 
general crossings and special crossings, are defined in the Bills of 
Exchange Act and do not provide in themselves any difficulties to 
students. 

There is one crossing, however, namely “account payee,’ 
not be so easily dismissed. 

These words, forming part of a crossing, have no statutory signifi- 
cance and do not interfere with the negotiability of the cheque. As 
regards the paying banker, there is no duty devolving upon him to see 
that funds are properly applied in accordance with such a direction and, 
as a matter of fact, the paying banker has no means of ascertaining 
whether the mandate contained in the crossing has been obeyed or not. 
Whilst, therefore, the paying banker can ignore the words, the collecting 
banker usually has a duty imposed upon him of seeing that the proceeds 
of the cheque are applied in the manner indicated. I make that statement 
guardedly because, although it has been held that the collection of such 
cheques other than for the payee is sufficient to constitute negligence, 
that is not always so. There is the well-known legal case of Importers 
Co. Ltd. v. Westminster Bank Ltd. (1927), where the plaintiffs drew 
a cheque marked “account payee only,” but where it was held reason- 
able in the circumstances for the bank to assume that the cheque had 
been properly applied according to the crossing without negligence 
being involved. 
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Costing for Defence Contracts 
By A. J. GAtRNS, F.F.1.A., A.A.1S., A.C.A.A., L.C.A. 


The fact that more and more firms are daily switching to war and 
Government contracts and thereby becoming subject to the rigid 
conditions imposed under such work, brings the aspect of true and 
correct costs more to the fore than ever before. 

From the point of view of price fixation, these contracts are mostly 
in three forms: 

(a) Straight-out contracts without any conditions as to price, which 

is fixed beforehand and maintained throughout the contract. 

(b) A contract in which a maximum price is named but which is 

subject to “cost-check” by officers of the Contracts Board. 

(c) Contracts under the “cost-plus” system. 

There may be minor variations of these three main types. For instance, 
a little work has been done under the “target” system, by which a price 
is fixed after all the costs of experimental work are paid for. All 
Government Departments also appear to have authority simply to order 
certain work to be done without discussion of price if deemed very 
urgent, but, actually, on completion of the work, and in settling a rate 
of payment, the rules applying to “cost-plus” invariably apply, so that 
this type of work can be included in (c) above. 


“Cost-PLus” System 


A very interesting report, which also bears out my argument for more 
care in costing, has just been made available by the joint Parliamentary 
committee on war expenditure. In an interim report on the “cost-plus” 
system, this committee apparently agreed that some form of this system 
was necessary, particularly in the manufacture of armaments and 
munitions new to this country. This report seems to indicate that this 
type of contract is definitely here to stay, and a careful review is necessary 
in order to study the conditions under which it operates. The aim of the 
Government is obviously to ensure a minimum cost with strictly limited 
profits, involving efficient checking by the costing officials responsible 
into all the factors which are said to represent the manufacturers’ costs. 

The arguments for and against “cost-plus” are all too familiar. 
Briefly, from the manufacturer’s point of view, the system ensures him 
a small but certain profit and definitely removes the fear of a loss on 
the job he is doing. This very fact, however, is used against the system 
to prove that the well-known resourcefulness, initiative and drive towards 
efficiency which comes from the fear of loss is taken away and results 
in slackness, inefficiency and waste. Except for this bare statement of 
both points of view, I do not intend to carry this argument further, 
beyond stating that, after seeing “cost-plus” in actual practice, I have 
so far failed to perceive any evidence of the latter state of affairs. 


THe “Cost-CHECK” 

Obviously, the cost aspect must be kept in mind immediately the work 
is commenced. Not only is this essential from the point of view of the 
checking officer but from the contractors concerned, as certain initial 
outlay may be incurred which, if not recorded and claimed, may be a 
loss simply by this fact alone. One of the first principles to be remem- 
bered about this work is that all “allowable” costs can be claimed. Just 
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what are “allowable” and “non-allowable” costs will be explained in due 
course. It will thus be seen that if, for instance, the services of a chemist 
or consulting engineer are secured to advise on productive methods in 
regard to the defence contract alone, his salary for the time being or his 
bill of costs must be specially earmarked to the contract. Such an item 
may disappear in “general expenses” or “factory salaries” unless so 
recorded. 

In my case, I found the costing section officer most helpful in this 
regard. As soon as my firm had been allotted to him, he came along 
and made himself known to us. In a preliminary discussion, he saw 
the work in actual production and offered some suggestions for assisting 
me with the final cost. As an experienced cost accountant, he advised 
me to await the completion of the order instead of investigating the 
progress cost to date. He gave me a warning that workmen’s time 
records would be required and expressed a desire to see a final complete 
balance sheet and trading accounts as close as possible to the date of 
the close of the contract. Perhaps all officials may not be as helpful 
as this one, but, in any case, these hints are passed on to those interested 
as very definite aids in assisting a speedy conclusion of the “cost- 
check.” 

SusMItT A Cost 


On the conclusion of the work (or at any other time as required by 
the investigating officer) the contractor should submit his cost to the 
officer concerned. Now, in this regard, I would say that the contractor 
should, in all cases, submit his true, full and final cost in the same 
manner as if the information were being required for himself alone. 
A “standard” cost, for instance, is not sufficient. The cost submitted 
must be backed up by all the evidence available to show its completeness 
and correctness. On the other hand, no attempt should be made to 
delete any item either of prime cost or expense which the contractor 
thinks he may not be allowed. This is foolish, because it is the official’s 
duty to disallow items of this nature and you may rest assured he will 
do his duty. I consider that a thorough preparation beforehand of all 
the detail-matter making up the cost is essential if the “cost-check”’ is 
to proceed smoothly. This will not only save time, but will prove to the 
investigator that you are prepared to lay your cards on the table and 
thus gain his confidence. A few points may here be noted regarding 
this specimen cost. 


Material_—Actual landed cost prices of raw materials will be required 
including original invoices. If raw materials are processed, formulae 
are required and copies are usually asked for. Due allowance should be 
claimed for wastage, evaporation, spoil or other loss, according to either 
the usual practice of the trade or else on figures you care to submit in 
proof thereof. Don’t forget that other firms are probably doing work 
similar to yours and the department’s officers may have been there before 
you. 


Labour.—Actual expenditures are required and figures supported by 
work tickets, wages sheets and production records should be submitted. 
This section of the cost usually involves a considerable amount of 
clerical effort but is not, on that account, to be short-circuited. I have 
found that labour figures are not worth doing unless done properly and, 
in this form, are readily acceptable to the cost accountant. He usually 
makes a quick spot check if he sees that an honest attempt has been 
made to set out the relative figures. 
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The question of labour cost is not always as simple as I have set out 
above. For instance, in many organisations it is not the practice to keep 
time records. Just what the reaction of the officer investigating will be 
in such cases it is impossible for me, of course, to predict. It may be 
that the firm can submit figures of production as a complete factory or 
as an annexe—for instance, 100 units a week for 16 men engaged 
exclusively on the job. In other cases, I can imagine the officer accepting 
a well set out time and motion study record. The point is, of course, that 
estimates, standards, etc., are not acceptable and proof is required on 
this very important element of cost. 


Expense.—lIt is always assumed in these remarks that the firm in 
question has some kind of costing system which will enable proof to 
be submitted of the expense incurred in doing the defence work under 
discussion. This should be, preferably, a set of standard costs incor- 
porated in the financial books of account so as to show variances from 
standard on factory production. If this is available, the work of the 
officer will be very much simplified, as he will simply check the expense 
rates allowed in your “submitted” cost and ascertain whether such have 
been under- or over-absorbed in your actual costing figures. In other 
words, if a machine rate of, say, 1/- per hour has been decided upon 
after budgeting for all the year’s expenses, and, in the comparison of 
actual expenses with standards, a profit or loss of perhaps 2}% or 5% 
is shown, this fact will probably be accepted by the officer, as proving 
that your rate of 1/- is as accurate as it is possible to ascertain in deter- 
mining the cost of the defence contract under examination. 

On the other hand, the officer may refuse to accept your basis of 
costing expense, particularly if a different rate is applied to each depart- 
ment. He may prefer to put a “blanket” rate as shown by the 
business as a whole and disregard the individual departmental or machine 
rates. That is why an actuat set of accounts covering the period of the 
contract is almost always requested. 


ItEMs DISALLOWED 


Early in the War, an Accountancy Advisory Panel submitted to the 
Government a list of expenses which it considered the nation should 
not pay for in connection with defence and war contracts. This list, 
although widely criticised, has been accepted and is applied to all 
contracts. In brief, the Government sees no reason why it should pay 
interest on one’s overdraft if that is the method used to finance the 
business. The Government, of course, always pays its accounts, so that 
the item “bad debts” is deleted and a similar treatment is afforded 
“discounts,” “travellers’ expenses” and other items which are not of an 
administrative nature. Just which items are allowed and which are 
not really depends on the nature of the item itself and its relation to 
the Government’s fixed policy with regard to contractor’s expense. 
If the item has no relation to the contract, it is disallowed. For instance, 
a branch manager’s salary would not be allowed if this man had no 
bearing on the defence contract. 

The firm’s cost accountant and the investigating official usually make 
a list of expenses and these are placed in two columns, allowable and 
non-allowable, the official intimating which items he decides to place in 
the latter category. When this list is completed and balanced with the 
old list of expenses, a fresh start can be made in determining the overhead 
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to be applied to the contract. A new rate either for machines, depart- 
ments or for the business as a whole must be determined in order to 
arrive at the accepted cost. 


DEPRECIATION 

Very important among the disallowable items is that of depreciation. 
The Government will generally allow no more than income tax rates, 
subject to certain very limited exceptions. They, however, have accepted 
the principle that, if machinery is working, say, three shifts instead of 
one or two on the contract concerned, extra depreciation is allowable in 
proportion. The point is, however, that such allowance will be made 
in strict conformance with the Federal Income Tax Commissioner’s 
ruling on such matters. The Commissioner’s ruling has been set out 
that extra depreciation is allowable in proportion to extra shift work, 
but in practice such a concession is very difficult to secure. In following 
tax rates, the costing official will also consider whether the firms have 
been at all lax in requesting additional depreciation. If this has not 
been thought worth while, then only the recognised rate will be allowed 
in connection with the defence order. 


SPECIAL EQUIPMENT 

One important concession, however, is that the cost of any special 
engineering equipment, die or jig which has been specially made for this 
job may be included in the cost of the defence order or spread over 
this and subsequent orders. One point to remember in connection with 
such items, however, is the fact that immediately such cost has been 
absorbed, say, in the first order, it cannot be included in subsequent 
costs, and this fact will not be lost sight of if a fresh price is being 
discussed with the Contracts Board. 


Prorit RATES 


Once the cost has been decided on the matter of a margin of profit 
is discussed and, usually, this point will be found to be the most difficult 
of all. As a matter of fact, this very point was stressed in the 
Parliamentary report referred to and the committee stated simply that 
“national difficulties should not enable munitions manufacturers to make 
profits over a reasonable rate.” It was the fixation of a “reasonable 
rate” that could not be regarded as an easy matter. It was a matter of 
the industry itself, and a consideration of such points as: 

(a) whether the defence work was actually displacing highly payable 

civilian orders ; 

(b) whether the defence work constituted additional turnover to 

current business ; 

(c) whether, in truth, the position was partly a loss of certain lines 

but a gain in total turnover. 

These factors and the profit margins of other people in the same trade 
doing similar work were the determining factors regarding profit 
margins. In the case of a contract containing a maximum price, but 
subject to “cost-check,” the official will report to the Contracts Board 
as to whether, in his opinion, the profit margin is simply “reasonable” 
or “not reasonable.” If the price is not reasonable, an outright refund 
may be requested or else a reduction in price on the next similar contract. 
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Volume and Costs 
By L. W. IRWIN, A.F.1.A., A.A.LS., A.C.A.A. 


Sales Managers and other Executives often speak of and use the 
term “Consumer Demand” and endeavour to devise ways and means to 
stimulate this apparently desirable feature. Those who think in these 
terms consider that the sole criterion of efficiency is that the Sales figures 
shall be as large as possible. “The bigger, the better” is the motto that 
they tack over their desks, and all efforts appear to be bent in that 
direction, hence large advertising campaigns, field surveys and other 
methods used and undertaken, without regard to the inevitable conse- 
quences. 

In some cases, these features may be desirable, but some forethought 
as to the effects of increased Volume upon profits is vitally necessary. 

The extension of Cost Accountancy into the fields of Distribution and 
Selling activities, and into the realms of managerial guidance has and 
is eliminating the mere blind guesswork that often takes place. 

Costing has ceased to be the mere recording of historical data, and 
with the recognition of its economic aspects it is taking its place among 
the predictive sciences. The modern Executive realises that he can no 
longer be concerned with the doings of yesterday, but that he must be 
vitally concerned with the effect of decisions, made to-day, upon 
to-morrow’s profits. 

Thus, the need has arisen for men who are conversant with the 
principles of Industrial Accounting, and the ability to utilise the 
knowledge for the benefit of Executive decision. Thus, the Cost 
Accountant is daily becoming more necessary than ever to the 
administrative personnel. 


INCREASED VOLUME AND Costs 

The effect of volume has a considerable bearing upon profits. 
Increased Volume may or may not have a definite effect on price, or the 
amount of revenue that is to be obtained for the unit of production. 

This factor depends upon many elements, and reflection shows that 
price alone is not the decisive element. 

Industries may be classified into two principal sections: 

1. Those that depend upon Orders, before production is commenced, 

such as the Heavy Engineering Industry; and 

2. The Manufactory class, where articles are produced before any 

definite contract of sale is entered into. 

In the first class, volume is not the keynote, but the industry is con- 
cerned in a more direct manner with the demand for the particular 
product, and seeks to obtain a fair share of the available market. 
Prestige and Goodwill are important assets. 

But the second class, which has already manufactured its product, 
must do all in its power to dispose of its goods within a reasonable time. 
Here price becomes an important variable factor, and the constant 
tendency to lower prices in order to increase volume and maintain 
production is ever present, and is often a desirable means of overcoming 
sales resistance. 

The effect of Increased Volume may result in lower Raw Material 
Costs, by the ability of the organisation to buy greater lots, which gives 
enhanced bargaining powers and reduces the costs of shipping. However, 
a rapid increase in demand may offset any gains by creating a temporary 
rise in prices until new supplies are brought forward. This may easily 
occur where supplies are imported or are of a limited nature. 
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Greater Sales may reduce manufacturing costs, by creating more 
accurate large-scale production. The Assembly line is an outstanding 
example of this. But even so, this large increase may prove disastrous 
for an organisation that expands without sufficient consideration of its 
ultimate effects. It is not the costs of actually making and selling, but 
rather it is the costs of providing capacity to make and sell that counts. 

The increase in fixed costs appears to be the deciding factor in the 
long run. This occurs because demand fluctuates according to habits 
and whims of the consumer, and necessitates a close study of the 
incidence of the business cycle peculiar to the industry concerned. If 
the increased volume will utilise present idle plant capacity, larger 
quantities may easily be made and sold without providing additional 
capacity expenditure. It is always necessary to consider whether the 
peaks and lows of activity are to be filled or levelled, or whether the 
normal capacity production figure is to be set at a new high. 

Limitations of capacity may not only be due to idle plant, but can 
easily be set by the lack of raw materials, and the need for more highly 
skilled labour. This latter state may only be transient. Spare capacity 
in trained personnel is not always available, as evidenced by the 
conditions existing at the outbreak of war when fitters and turners and 
many other occupations were sadly depleted of skilled artisans, due to 
the depression and the cessation of training facilities. 

Consideration of this aspect involves three important primary con- 
ditions which may exist in industry. They may be summarised as under: 

Firstly, where the capacity of production exceeds that of selling. In 
these circumstances, it is important to consider whether the proportion 
of Manufacturing Costs, e.g., Material, Labour and Overhead, that can 
be saved by accepting an order. This depends upon the length of the 
business cycle. If it is likely to be of short duration, it may be profitable 
to sell at below actual costs, e.g., aliow a part of the fixed costs to remain 
uncovered, but if the cycle is to be of a long and permanent duration, 
consideration must be given to the necessity to reorganise rather than 
continue to spend money that cannot be recovered in the selling price. 

Secondly, when the productive capacity and the selling capacity are 
nearly equal, it is at such periods that no idle capacity of any importance 
occurs, and any increase in the volume of sales will result in lower unit 
costs. Thus, if the volume falls away no saving in the cost of providing 
existing capacity will take place, but if a substantial increase in volume 
occurs it cannot be met until an equal amount of capacity becomes 
available. Thus, it, would pay to curtail orders, until such time as the 
price that the consumer is willing to pay increases sufficiently to cover 
all additional costs brought about by the increased capacity of the plant. 

Thirdly, the selling capacity may exceed the capacity to produce, as 
at such periods as during the upward swing of the business cycle. In 
these circumstances, before any expansion of capacity is undertaken, 
consideration of the possible downward movement of the cycle must be 
given and the extent that the “low” is likely to drop. This is necessary 
in order that the idle capacity during this movement will not be too 
great. This requires an estimate of the increased costs of a fixed nature 
that may be involved in providing the greater capacity. 

If it is believed that the cyclical fluctuation is only temporary, the 
demands of the regular consumers could be catered for, and as far as is 
possible, the remainder of the limited capacity may be used to satisfy 
in part the needs of the irregular consumers. 

It will be seen that the relationship between the selling price and the 
cost of production is elastic, and varies with the movement of the 
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business cycle, but at no period should it cover less than the differential 
cost that could be saved in not making and selling. 

The relationship is influenced by the efficiency of the organisation, and 
the age and nature of the product. To assist and counteract the effect of 
the business cycle, it is not uncommon for an organisation to manufacture 
several lines or kinds of products, which are complementary to each 
other. 

These joint products contribute to the profits of an organisation, and 
are often accounted for in terms of complete costs, and what may be the 
complementary line to-day can easily become the principal line of 
to-morrow. 

CoNCLUSION 

The Cost Accountant has in these fields a scope for research which 
is unlimited and which can be of practical assistance to the management. 

His functions lend themselves for this work more than any other 
Executive, as his training has been of an analytic nature. 

Like the Statistician he should be able to gather his data, dis- 
carding that which is useless and weighing the effects intelligently. It is 
upon these lines that Industry of to-morrow will seek efficiency. 





War Damage to Accountant’s Offices 
REPRINTED FROM “ACCOUNTANCY,” SEPTEMBER, 1941 


A group of Incorporated Accountants who have lost their offices 
through enemy action met recently to compare experiences. Having 
lost most of their records, they made a list of the documents of which 
they now felt the want most seriously. They also considered the 
precautions which they would have taken if they had known that their 
offices were to be destroyed. ‘ Finally, they discussed the steps which 
they had individually taken after the air raid to get their offices going 
again and to reconstruct missing records. The results of their discussion 
are summarised below. 


Part I. PRECAUTIONS 


1. The first and most obvious precaution is to duplicate certain 
records, the duplicate copies then being sent to a partner’s residence or 
a branch office. It may, for example, be convenient to take an extra 
copy of the outgoing correspondence for this purpose. Copies of the 
following documents should also be available: 

Income tax computations and returns. 

Final accounts and trial balances. 

Trust balance sheets. 

Company dividend lists (including particulars of mandates and 
addresses) and debenture lists. 

Company register of transfers. 

Company minutes (where typed). 

Office salary list. 

Inventory of office furniture. 

Address list (of clients, etc.). 

Schedule of insurances. 

Office balance sheets. 


2. It may also be desirable to arrange for a copy of office cash book 
and fees book entries to be sent away. In order to enable the fees book 
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to be completed, some firms are preparing duplicate copies of time 
records and diaries. Periodical lists of clients’ balances should in any 
case be duplicated. 

3. It is also desirable to keep a stock of stationery away from the 
office (e.g., letter-headings, company and other forms). If circum- 
stances permit, a spare typewriter should be kept in reserve. 

4. Certain other documents cannot be removed from the office with- 
out causing practical inconvenience nor can they be readily duplicated. 
They should therefore be kept in a strong room or safe—preferably a 
strong room, as safes give doubtful security in prolonged fires. These 
documents include: 

Clients’ books (e.g., in the office for audit). 
Company share registers and financial books. 
Insolvency papers of importance. 

Office private ledger and clients’ ledgers. 
Office deed register. 

Office insurance register. 

Fees books, time records and diaries. 

If the strong room accommodation is adequate, typewriters and adding 
machines should be removed there each night, while filing cabinets 
might be kept there permanently. 

5. Clients should be asked to disperse duplicate copies of their own 
debtors, stocks and insurance lists. They should also be asked to keep 
in a place of safety copies of final accounts and income tax papers. 
Deeds belonging to clients should not be retained in the accountants’ 
offices longer than is necessary. It may be desirable to advise that 
certain essential deeds should be copied photostatically. 

6. In preparation for possible air raid damage, it is usually desirable 
to arrange a staff meeting place, i.e., where the staff can assemble if 
the offices are destroyed. This is one of the advantages of a mutual 
arrangement with another professional firm or a client. 

7. If fire-watching is undertaken by members of the staff, it is often 
desirable to arrange a programme to be followed by the fire watchers 
in the event of the building being threatened by fire (e.g., for the removal 
of typewriters to another building). 

Part II. Arrer THE Arr Rap 

If the whole of a major part of the records have been destroyed, the 
essential steps seem to be as follow: 

1. Assemble staff, personnel not immediately required being sent on 
to outside audit work. 

2, Arrange alternative accommodation (including telephone, if 
possible). 

3. Arrange for furniture. 

4. Arrange for printing of stationery (letter headings, forms, etc.). 

5. Call in duplicate records from dispersal points and re-commence 
filing system. 

6. Circulate clients, giving particulars of new address. 

7. Arrange for any papers recovered from damaged premises to be 
secured. 

8. Proceed with war damage claim. 

9. Ascertain which recent final accounts and returns have been lost, 
borrowing copies of such documents from clients for copying. It will 
probably also be necessary to build up records from information supplied 
by banks and income tax offices. 
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Scheduling and Routing Production 
By I. G. IrvINE 
(A Lecture to the Cost Research Society of Australia) 


In approaching the subject matter of this short talk on planning the 
manufacture of goods I do so with the knowledge that, in all probability, 
some of my audience may have had problems in scheduling and routing 
which might be entirely different in environment and complications 
from any within my own limited experience. However, all plans of 
arranging the work flow for manufacture should have a common back- 
ground, and that is to make the required goods of the desired quality 
efficiently when wanted. 

In a personal way most of us find it advantageous to plan our activities 
in order to achieve what we want; in the same way maximum results 
from operating a factory can be obtained only by organising the 
operating activities to get it. Such a plan should be designed to suit 
the industry and, in particular, the peculiarities of the business con- 
cerned. The plan will not work conveniently nor efficiently unless it 
can be readily understood ; it must be practicable and flexible, and, of all 
things, the cost must be justified by the results obtained. Some of us 
have found that a good plan will not work smoothly even if it possesses 
all these advantages, and it is necessary that the personnel directly 
operating the plan, that is supervision and production control, should 
apply a large meaure of tolerance, ingenuity and, last but not least, 
common sense in dealing with the difficulties of each workday. 

I am not going to elaborate the various bases of organisation which 
have to be developed to suit the needs of different industries, beyond 
emphasising that manufacturing activity covers a field extending from 
mass production, when huge quantities are made of a few standardised 
products, to jobbing production, when products are made to the 
specification of customers who may never repeat the order. The needs 
of each type of business should result in the development of a suitable 
organisation which, however, would be basically unlike in the two 
cases mentioned. 

I have been especially asked to confine my talk to some aspects of 
scheduling and routing the manufacturing flow of work and I will 
assume that a good plan of organisation is in operation. Such a plan 
would provide adequate capital to facilitate the conduct of the enterprise 
economically. Such a plan would provide a suitable distribution medium 
for the products. Such a plan would provide buildings, equipment, 
inventories, personnel and an administration. Such a plan would 
determine standard practice instruction for all routines. Since the 
dominating routine in the activity of any factory is the flow of work 
orders or sales requisitions for goods to be made, then let us examine 
the treatment which should be accorded a work order. 

To determine the possibilities and limitations of any work order the 
working details must be known. To obtain this information a specifi- 
cation is prepared. The specification may be an elaborate collection of 
parts-lists, bills of material, drawings and operation sheets, or, if the 
economics of the job make it necessary, the specification may be 
comparatively simple. However, the instructions must be complete 
enough to enable the work to be performed as required by the customer. 
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A thorough analysis of the product is necessary before a specification 
can be prepared. It is necessary to determine what parts are required to 
make the final assembly. The operations required for manufacturing each 
piecepart must be set out and drawings and standard practice instruction 
data issued. It becomes necessary to know how long it takes to perform 
each specified operation with the available equipment and tools. Con- 
siderable thought and care must be given to establishing equipment and 
tools of a suitable design to do the job. The type of labour required 
and the possibilities of obtaining such labour must be observed. The 
raw material required for the job must be defined according to the 
suitable stock available from inventories or the usual convenient sources 
of supply. All the information and data which can be defined should 
be set out as a specification so that the supervision and operatives 
responsible for making the product may proceed with a minimum of 
delay at the appointed time. 

The specification is the most important working tool of production 
control. The specification shows what material is required, the labour 
to be used, and what process routines are to be observed; what the 
specification does not show is the time when the work shall be done. 

On receipt of a work order requisitioning a product to be manufactured 
it is essential to ensure that the work can be performed by the date 
required for the customer. Scheduling and routing the work is not a 
matter which could be considered of only local interest to the department 
making the goods, and before any promise can be made concerning a 
work order, consideration must be given to the work load on the 
machines concerned, the work load on the department and the work 
load on the factory. 

The volume of work to be done in each and every centre can be 
expressed conveniently by means of a master time-table which, at any 
time, should define normal operating time lags between processes or 
operations, and give an indication of the time taken to process goods. 

The master time-table may or may not be completely representative 
of local conditions in each work centre. According to the working 
conditions of the industry and, in particular, to the peculiarities of 
the operating and financial organisation of the business, the master 
time-table may be (and should be sufficiently accurate to be used as) an 
executive tool in determining administrative policies concerning work 
activities. The intensity of applied local control by means of scheduling 
and routing each work centre will govern the accuracy of the master 
time-table. The problem of one factory may be so simple that nothing 
other than the master time-table, together with efficient supervision, 
would be required; the working routines of another factory, where 
jobbing to non-repetitive orders is done, may be so complicated and 
unusual that it may cost more to schedule and route the work efficiently 
than the economies and other advantages obtained would save; the 
manufacturing limitations of equipment and personnel in another factory 
making large quantities of standardised products could make it necessary 
to closely schedule and route each work centre even to unit machine 
loads. In the rubber industry, in which I am working, one primary 
processing department supplies the basic materials to intermediate 
feeding work centres which, in turn, service a greater number of 
finishing or assembly departments, and we have found it essential to 
closely schedule and route almost all working activities. 
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The master time-table, as an executive aid, should be representative 
of conditions of working at the time of issue and should be revised as 
conditions change. 

Production control is like any other overhead cost in that results must 
show savings and advantages gained which more than compensate for 
the costs. In approaching the task of organising the methods of 
scheduling and routing, it is easy to visualise the ideal system for any 
given set of conditions; it is less easy to introduce and function routines 
which can obtain the results desired with a minimum of regulations 
and expenses. Red tape methods are costly, and simplicity applied with 
common sense should be the aim. 

Scheduling should begin when the work order is requisitioned. The 
source of issue of work orders should be well defined so that the 
authority for initiating the manufacture of products cannot be assumed 
by irresponsible persons. Arrangements should be made for expeditious 
handling between the time of issue and the time of receipt by production 
control. 

Scheduling may be centralised or decentralised according to the 
organisation. Some planning organisations are completely centralised 
and all activities are directed from the one source; others are decen- 
tralised except that certain defined functions may be centrally controlled, 
and this is probably the most common type of organisation in use. 

It is usual to have a central clearing office for incoming work orders 
and, it may be emphasised, work orders should become live when 
delivered to the production control office. All orders should be 
disposed of to the local production offices as quickly as possible together 
with the necessary information required to enable the goods to be made. 

We operate on much tha same lines. Work orders are issued by the 
sales department to cover customers or stock requirements and the 
articles wanted are usually .described clearly and accurately; as a 
matter of fact, practically all of the repetitive lines are coded and are 
not described in detail. Specification data is the background of our 
production control and, in most cases, no order is released to a work 
centre unless accompanied by a specification. If no specification exists 
the necessary information is developed and prepared. If delay is likely, 
which will materially affect the delivery asked for, then the sales 
department is notified immediately. 

In scheduling and routing the prime consideration should be to 
deliver the product to the warehouse on the date promised. The master 
time-table is a reliable indicator to the principal factory and sales 
executives of the effect that the current work loads will have on the 
time required for manufacture, but in dealing with each work order 
from an operating viewpoint all of the working conditions incidental 
to the manufacture of the goods will need to be sifted before a definite 
promise is made. 

On receipt of the work order the production officer would consider 
the specification ; he would give particular attention to materials supplies, 
equipment, work load, labour balance and technical requirements. 

The number of articles required on the work order should be broken 
to “convenient lots.” A “convenient lot quantity” may be defined as 
that which can be dispatched through the various processes to warehouse 
in the most efficient and economical way. The determination of “lots” 
does not mean that the convenience should operate to the advantage 
of one centre against another; the success of scheduling depends, to a 
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considerable extent, on the capacity and commonsense of everyone 
concerned. 

Perpetual inventory records should be maintained for every item of 
raw materials and, in the work centres, for part-processed materials in 
sub-store. The records should, at all times, be accurate and up-to-date ; 
systematic physical test checks on all materials spread over a three 
months period is an advantage. The perpetual inventory records should 
show the balance of stock, stock on a yet to be delivered, and the 
quantities committed for work orders requirements. 

The specification should state the material content of an article in a 
positive manner, that is, the kind, quality, size and quantity. The 
production officer would commit the requirements of the order to the 
stock records. If the materials were in stock ready he might allocate 
the required quantity to a particular work order. If materials are to be 
purchased or prior processed, a requisition should be placed requiring 
the supply at the time needed; if such supplies cannot be made at the 
time asked for the department requisitioned must give a revised promise. 
We have found difficulties in this routine; it is continually being stressed 
that the prime responsibility of getting work out of a work centre rests, 
not with the persons requiring the goods, but with the responsible 
persons within. 

Equipment, if needed, must be requisitioned and promised, in a 
similar manner to the material content of the article. 

We can assume that, in most cases, the supply of labour can be 
regulated to suit any given set of conditions and normally this will not 
be a major difficulty in scheduling and routing work. 

The information concerning the manner of processing, finishing 
tolerances and any other technical requirements should be definite and 
be clear enough to be used as processing instructions. 

Before proceeding to fit any order to the work load the production 
officer should take into consideration the promise asked for on the order. 
He is responsible for confirming or revising that promise; it is desirable 
to at least achieve or better the promise asked for, because goodwill is 
built up in that way. 

Much has been written and said about the use of control boards and 
charts in scheduling and routing work in manufacture. The introduction 
of such schemes has frequently been misinterpreted and too often has 
been expected to offset the mistakes of bad management. The system 
at any time cannot substitute for brains, and unless the personnel of the 
organisation are virile and use the conveniences efficiently such expense 
is wasteful. However, if control boards and charts are installed and 
used to fit the conditions such methods offer a graphic and comparative 
picture unobtainable otherwise. We have made considerable use of 
various types of control boards and charts and, in particular, for our 
own use have had made unit panels and unit slots which can be readily 
fitted to form any desired design. 

Usually we transfer the basic processing information to a control 
card which fits any slot on the control board. Horizontally each row 
of slots represents a machine or process and vertically each row repre- 
sents a factor of time. The cards are placed on the board in the slot 
representing the time and date when it will be processed. Collectively, 
the work load on the department or machine or process is the 
aggregate of the cards on the board. 
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In filling the work load it is desirable to be sufficiently flexible to 
take care of breakdowns and rush orders, for whether we like such 
circumstances or not this has to be handled. 

The foregoing has served to illustrate what happens to the order 
before being put into manufacture. We will now visualise the schedule 
in manufacture. Before releasing any order the production officer must 
check the supply of materials, the provision of equipment, and any 
other local conditions which might stop progress. The work load in 
any centre may be routed by the process, the machine or personnel 
according to the best arrangements that can be made for any given set 
of conditions. 

Routing of work through the processes or operations should be 
implemented in the manner most convenient. For instance, in some 
departments we use written authorisations with the work listed in the 
order of priority. Incidentally, to illustrate what I mean by simplicity 
in planning, these written authorisations are made out in duplicate and 
the first copy is used as an authorisation to do the work, the second 
copy is an authorisation to the store to issue the materials required. 

The data concerning work done or amount of issues, as the case may 
be, is entered on these sheets and after the time allowed for completion 
has elapsed the route sheets are returned to the cost office to be used 
as the prime cost records for efficiency comparisons, material yields 
and inter-departmental transfers of goods. 

In other departments such lists would not be suitable ; something more 
flexible and convenient is needed. 

We use the control cards from the work load board and route the 
work by means of control boards at the benches or machines in much 
the same manner as the work loads are scheduled. The cards move 
with the goods and if the goods are not moved at the appointed time 
the card remains in the slot as a glaring indication that the work is 
overdue. 

Other routing methods are used to suit different conditions, but it 
can be said that the best method to use is the simplest which can give 
efficiency, and that can be determined only by the circumstances of 
each problem. 

As each and every process or operation is a step forward towards 
fulfilling the promise it is necessary to police the progress made. 
Theoretically, the schedule should obtain results without policing, but 
it is usually experienced that this is not so. Use should be made of 
progress records and delivery slips in noting the movements of an order; 
the production officer must be notified of all hold-ups and must be 
prepared to realign the work if necessary. In chasing the work through 
the operations the production officer must at all times endeavour to 
obtain the co-operation of supervision and work-people in achieving 
promised dates without destroying efficiency. 

_ Before concluding, I would like to say that the most important factor 
in scheduling and routing is the individual. The plan and the incidental 
conveniences provided for operating a scheme will only work as 
efficiently as it will be allowed. It is essential that all concerned 
co-operate in getting the work done as planned. The ingenuity and zeal 
displayed by management, supervision, technical advisers, production 
control and the workmen in forcing work through at the appointed 
time will be reflected in the financial results of the business. Scheduling 
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and routing the work plays a more obvious part than most in getting 
work done and, of course, is usually judged on what it should and fails 
to do, but it should be remembered that that activity is only a part 
of the organisation. Weak results can result from weak personnel, and 
in assessing the value of production control we should realise that the 
system must fit the business, that the personnel must be suitable, and 
that the management be such that personal relationships will not be 
allowed to disturb efficient operating. 





Book Review 


New South Wales Income Tax Acts, 1941 (Annotated), by J. A. L. 
Gunn. Butterworth & Co. (Aust.) Ltd. Pages 247, including 
Index, 31 pages. 


This book is being provided for all subscribers to Butterworth’s 
Taxation Service in a form suitable for insertion in the loose leaf binders. 
Bound copies are available to non-subscribers at a cost of 15/- each. 

The book contains the full text of the New South Wales Income Tax 
Management Act, 1941, the New South Wales Income Tax Act, 1941, 
and the Regulations. Full annotation is provided of all new provisions 
introduced by this new legislation. Where the sections of the new Act 
correspond exactly with those of the former legislation, no notes have 
been given as it is presumed that the practitioner will already be fully 
aware of such provisions. 

Whilst the work contains the full text of the Acts, therefore, it is only 
the new provisions that are dealt with extensively. This method will 
probably be found more convenient to the practising accountant who 
does not wish to purchase a large book containing a great percentage of 
text which he already knows. 

Mr. Gunn, in his usual thorough manner, has made a point of using 
working examples to illustrate the new provisions. The book is not only 
of very great interest, but will prove to be a most practical and handy 
book for any accountant who has to deal with New South Wales Income 
Tax. Particular attention has been paid to the Index, which is very 
extensive. 

The book is up to Mr. Gunn’s best standard. Accountants throughout 
Australia who know the work that he has done in the past will need no 
further commendation of its value. 
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